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All these names 


...are well known to you because of the high quality of the products or service 
they represent. We are proud to number these firms amongst our customer 
They represent a wide range of businesses covering all fields of commerce an 
industry. The varied nature of their accounting problems illustrate the flexibilit 


of National mechanised accounting systems, and the wisdom of investigatin 


how “National” can help solve your accounting problems. Call or write: 


NATIONAL ACCOUNTING MACHINE 


DIVISION OF THE NATIONAL CASH REGISTER CoO. PTY. tl 
14-16 YORK STREET, SYDNEY. SALES AND TECHNICAL CENTRES THROUGHOUT THE COMMONWEAL 





DRUG HOUSES OF aust 


MINNESOTA Mix 
MAX FACTOR & COMPANY MANUFACTURING (AUST) P 





OPPORTUNITY KNOCKS BUT ONCE 


.... $0 the old adage says 


It is true that the SAME opportunity knocks once and only once. It is equally 
true that there is not only ONE opportunity. 

TODAY, as never before, opportunities abound and whilst those missed are 
gone forever, 

TOMORROW’S opportunities may still be grasped as they come. 

The best plan is to improve today’s so that tomorrow’s will not be lost, too. 

Professional qualifications are one of the determining factors for success in a 
commercial career. 

Most present senior executives are qualified accountants, secretaries or cost 
accountants. As such they will wisely give due weight to the sate qualifications 
in others when appointing junior executives. 

op, BORA se future belongs to those who prepare for it—therefore—GET 
READY! 

To assist ambitious men and women the A. E. Speck Commercial College has 
organised a closely-knit, efficient educational institution to prepare students for the 
examinations of the commercial professional institutes in classes and by correspond- 
ence. 

Classes for evening students preparing for the April, 1958, examinations of the 
Institute of Chartered Accountants in Australia and the Australian Society of 
Accountants will begin on 18th November, 1957. 

Students may enrol for the complete course or separate subjects for each term. 

Correspondence students may enrol at any time which suits them and prepare 
for their accountancy examinations in the quiet comfort and convenience of their 
own home. 

Student Aids: Model Answers to the A.S.A. examinations are published. The 
demand having far exceeded expectations, some editions are sold out, but the follow- 
ing for May, 1957, examinations are available:— 


Stage 1—Accounts and Auditing. Stage 3—Advanced Accounts Part ‘A’. 
Stage 2—Company Law and Accounts. Stage 3—Advanced Accounts Part ‘B’. 
Commercial Law ‘A’ and ‘B’. 
Price 5/- for each separate subject, 
Post free. 


Monetary Theory and Practice. Auditing and Business Investigation. 
Income Tax Law and Practice. 
Price 4/- for each separate subject, 
Post free. 


Further Information gladly supplied free upon request 
A. E. SPECK Commercial College 


138 FLINDERS ST., MELBOURNE, VICTORIA Phone: MF 4648 


“The future belongs to those who prepare for it”. 
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One machine does 
all of these jobs: 


Accounts 
Receivable 
Accounts Payable 
Invoicing 
Sales Dissections 
a Roll 
od Ledgers 
Plant Ledgers 
Cost Accounts 
Stock Records 
Cheque Writing 
Receipt Writing 
Trust Accounts 
and many other 
routines 











ALL-ELECTRIC, ALL-PURPOSE 
ACCOUNTING MACHINES 


are chosen by major business houses 
and Government Departments. 


13 


From the very first day, it gets right down to business — to 
process more work in normal office hours than you would 
have previously believed possible. The Mercedes “75” 
streamlines all of your accounting routines; eliminates costly 


duplication of work and provides accurate, legible, up-to-the- 
minute information whenever you need it. 


Telephone any of our offices and arrange a demonstration 
without obligation. Prompt delivery is assured. 


“If you’re in business, you NEED Business Equipment” 


busines tquipment (ty Ltd. 


Also Sole Australian ents for Monroe Adding and 
Calculating Machines and Royal Typewriters. 


MELBOURNE - Fj 6193 SYDNEY - - BM 623! 
ADELAIDE - - W 1589 BRISBANE - - - FA (62! 
PERTH- - - - BATI45 HOBART - + Br 
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» Executive Shortage 





How Leading Companies 
“Grow Their Own” Executives 












P MANAGEMENT of many companies is What Dale Carnegie Training Does 
faced with a shortage of available executives. : : ; 
They are searching within the ranks of their own a ide bene one 
organizations to groom promising employees for the eut the best in able employees jolts them = 
step-up to executive stature, These companies find of the rut of specialized jobs os " develops hoe 

many successful employees who do their specific abilities and attitudes essential for leadership. 






jobs outstandingly—but lack the broader perspec- 
tive and leadership experience necessary to direct 
projects or manage departments. What this training does for promising employees 















Proved Plan Offers Solution 


Many foresighted companies now find a new ap- 
proach to this problem by “growing their own” 
executives through a successful, proved plan which 
often supplements their own training programmes 






Trains them for greater responsibility 

It helps develop the self-confidence they need to 
handle problems outside their specialized field; 
stimulates their ambition to rise through the 

















for promising employees. This unique plan is the ranks. 
Dale Carnegie Leadership Training. In the past 

44 years, it has perfected remarkably effective tech- Trains them to express themselves clearly 
niques for developing qualified employees into It develops the ability to put their ideas into 
executives. Thousands of companies in all kinds of words ... to get up on their feet and express 
business are using this plan today—over 187 of them convincingly. This skill alone can make the | 
them in Australia. difference between a man valuable ”~ in @ sub- 
inat t lified | . 

A Survey Rovesis the Fests —" @ capacity and one qualified for leader 
A survey of 76 industrial firms revealed that almost 
90% of employees who handled their own special Gives them an understanding of others 
jobs well did not advance to executive standing for 1 simulates thoie dase to taew abot Gel 
these reasons: interests and work of people in different depart | 






ments. This broadens their grasp of a company’s 
overall operation. 






* they lacked the confidence to aseume broader 
responsibility 

they had not developed the ability to express Traias them to work with others 
themselves convincingly in conference and before 











It helps them get along better with people .. .| 








roups : ; 

iki ; : deal more effectively with superiors, subordinates | 
* they had little perspective on the problems of ead customers. 

other departments 
* they didn’t know the techniques of leading Trains their memory 

others. It develops their ability to remember names, 






facts and figures so they are better qualified to 
make intelligent decisions and solve problems. 






The qualifications for leadership that these men 
lacked, but had potentially, are specifically the ones 
that are developed by Dale Carnegie training. 





















analyses the 






A revealing 4@pp. handbook, “What the Dale Carnegie Course can do for you”, 
shortcomings that hold capable men back from advancement, and explains how the Dale Carnegie 
A free copy is available to YOU . . . just 












training can help them develop executive capacity. 
write, call or telephone. No obligation, of course! 


DALE CARNEGIE INSTITUTE ° 


Effective Speech se Human Relations os Leadership Training 


















HEMINGWAY ROBERTSON INSTITUTE 





SPONSOR IN AUSTRALASIA ... 





122 Bank House . . . Bank Place . . . Melbourne 122 Barrack House . . 16 Barrack Street . . Sydne7 


122 National Mutual Bldg., 293 Queen St., Brisbane 122 Shell House . . 170 North Terrace . . Aait 
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EDITORIAL 








Elimination of Cheque Endorsements 


N JULY 17 the British Parlia- 

ment passed an amendment to 
the Bills of Exchange Act which has 
the effect of exempting from endorse- 
ment cheques paid into the bank 
account of the payee. The banker is 
absolved from liability in such cir- 
cumstances, 


This legislation is the culmination 
of a campaign initiated in 1954 by 
Mr. Graham Page, M.P. He intro- 
duced a Bill designed to remove the 
need for endorsing cheques paid into 
a payee’s bank account. The Bill 
failed to reach the second reading 
stage in Parliament but its introduc- 
tion led to the Chancellor of the 
Exchequer appointing a special com- 
mittee in February, 1955 to study 
the implications of the proposed 
legislation. The committee under the 
chairmanship of Mr. A. A. Mocatta, 
Q.C. was directed to consider the 
desirability of reducing the need for 
cheque endorsements. 


In November, 1956, the findings of 
the committee were presented after 
it had examined the legal and practi- 
cal difficulties and heard evidence 
from a number of individuals and 
organisations including the account- 
ancy bodies. The report favoured 
amending legislation to reduce the 
need for cheque endorsement and 
included a draft Bill embodying its 
recommendations. 
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Reports indicate that the new 
legislation does not follow the precise 
method of reform proposed by the 
Mocatta Committee, but achieves the 
desired end. It will result in the 
elimination of a large amount of work 
in the endorsement of cheques and 
the checking of endorsements by the 
banks. 


Naturally enough, the reactions to 
the new legislation have been very 
favourable. However, on matters of 
detail there are some misgivings. In 
their submission to the Mocatta Com- 
mittee the Institute of Chartered 
Accountants in England and Wales 
expressed the view that a paid en- 
dorsed cheque was normally of value 
as evidenee of payment. To preserve 
this value under proposed amending 
legislation the Institute argued that 
if the drawer did not show the pre- 
cise name of the payee, then the law 
should require that the payee record 
his correct name on the cheque when 
paying the cheque into his bank 
account. In this matter the Institute 
was supported by the Association of 
Certified and Corporate Accountants. 
The Mocatta Committee felt that this 
safeguard was unnecessary because 
under their proposed amendments, 
the banks would only collect unen- 
dorsed cheques where they were 
assured of the customer’s title. 


The new legislation does not pro- 
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vide the safeguards sought by the 
accountancy bodies. However, on the 
matter of receipt-endorsement the 
banks have undertaken to continue 
to allow such receipts to be used by 
arrangement with individual cus- 
tomers, a distinguishing mark being 
printed on the face of such cheques 
to warn the banks that the backs of 
the cheques need to be examined. It 
is anticipated that the banks will seek 
to keep their use to a minimum. 


On this point the views of the Com- 
mittee are of interest. It was of the 
opinion that in the state of the law 
as it then was “a paid endorsed 
cheque is as good evidence of the pay- 
ment of money as a simple receipt 
of the kind printed on the backs of 
cheques’”* and further, the opinion 
was held that under the proposed 
legislation “a paid unendorsed cheque 
should not have any less value as 
evidence than a paid endorsed cheque 
has now”’.* 


The actual amending legislation 
specifically provides that an unen- 
dorsed cheque “which appears to have 
been paid by the banker on whom it 
is drawn is evidence of the receipt by 
the payee of the sum payable by the 
cheque.” (Section 3). Thus it would 
seem to follow that an unendorsed 
cheque under the new legislation 
would be as good legal evidence of 
payment as a receipt-endorsement. 
If this opinion was clearly established 
in the courts it might tend to dis- 
courage the use of receipt-endorse- 
ments. 


Accountants in Australia will 
watch the effects of this new legisla- 
tion with interest. If it works suc- 
cessfully, then it would be wise for 
Australia to follow with appropriate 
amendments to our Bills of Exchange 
Act as quickly as possible. The 
saving in man-hours per year would 
be considerable. 

K. A. MIDDLETON. 


—w— 


The Society's Second Technical 
Bulletin 


ITH the object of increasing its 
service to members the Aus- 
tralian Society of Accountants insti- 
tuted the publication of a series of 
technical bulletins in November, 1956. 


This was largely in the nature of 
an experiment to determine whether 
members of the Society wanted this 
extra service. The members of 
General Council were gratified with 





*“‘Report of the Committee on Cheque En- 
dorsement. Clause 81.”’ 
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the response of members, a great 
number of whom returned the advice 
card (enclosed with the No. 1 Bulle- 
tin) signifying their desire to receive 
future copies of the Bulletin. 

In view of this gratifying response 
the Society will continue to provide 
this service to members and this 
month (September) No. 2 Bulletin 
is to be issued. 

This comprises an authoritative 
paper on Australian Company Mer- 


The Australian Accountant, September, 1957. 








gers, 1946-1956, by Mr. John A. 
Bushnell who graduated B.A. with 
honours from Yale University, and 
came to Australia from his native 
country, U.S.A., in October 1955, 
under the terms of the U.S. Educa- 
tional Foundation as a Fulbright 
Scholar. In that capacity he con- 
tinued his studies at the University 
of Melbourne in the Department of 
Economic Research and his paper, 
“Australian Company Mergers, 1946- 
1956” is part of a larger work written 
as a thesis for the M.A. degree. 


Mr. Bushnell shows that many of 
the mergers have taken place for 
complex reasons. Though he dif- 
ferentiates between those which have 
primarily affected sellers and those 
which have influenced buyers, he 
does not believe that any merger has 
been due to a single cause. 


For the small proprietary company 
with the opportunity of absorption 
by a large public company several 
factors are important. The incidence 
of private company tax, personal 
income tax, death and estate duties, 
the difficulties of obtaining new funds 
and the relative shortage of qualified 
managers are shown as some of the 
reasons for the change. An organisa- 
tion of this type can meet several 
stumbling blocks if it considers that 
registration as a public company 
with listing on the stock exchange 
provides a possible alternative. 


From the point of view of the pub- 
lic company taking over a smaller 
organisation the advantage may con- 
sist of the economies of large scale 
operations, the possible spread of 
operations to other States and mar- 
kets, the diversification of activities 
and the probable treatment of 
accumulated losses. The author, 
maintains that the reduction of com- 
petition has been a minor incentive 
for mergers during the period 
studied. 


This bulletin presents a careful 
examination of one of the most im- 
portant changes in Australian busi- 
ness organisation that has taken place 
in recent years. We feel sure that our 
members will appreciate the oppor- 
tunity to study the type of develop- 
ment which the bulletin describes. 


—WY — 


The Budget 


The Federal Budget for the finan- 
cial year 1957-58 was introduced by 
the Treasurer, Sir Arthur Fadden, as 
this issue was going to press. The 
proposed Budget changes in pension 
benefits, company income tax rates, 
depreciation provisions and other tax 
concessions which had been fore- 
shadowed by the Press generally, 
will be reviewed in the October issue 
of The Australian Accountant. 








a 


1958 AS.A. CONVENTION 


The attention of members is drawn to page 400 of this 
issue on which appears an announcement concerning the 
1958 Convention to be held in Sydney on May 5, 6, 7, and 8. 
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MARGINAL COSTS BY 
REGRESSION ANALYSIS 


ARGINAL costing has been a 
controversial subject for some 
time, and this article does not pro- 
pose to examine the respective merits 
or demerits of that system. Its pur- 
pose is, rather, to show how mar- 
ginal costs can be measured by the 
statistical technique of regression 
analysis. 

Statistical methods have been ap- 
plied extensively to accounting data 
in recent years, and subjects such as 
quality control and work methods 
and sequence have been investigated 
statistically in the production field; 
but the regression analysis of pro- 
duction costs (though not new)! has 
not been so widely developed. A 
synopsis of the method has recently 
been given in “The Australian Ac- 
countant’”’,? and there have been 
other indications* that thé subject is 
commencing to receive more atten- 
tion from accountants. 


The method is especially applic- 
able to process factories with homo- 
genous outputs, e.g., sugar refineries 
(producing a large tonnage of uni- 
form material in bulk), electricity 
generating powerhouses, and other 
industries where inter-acting pro- 
cesses make alternative methods of 
costing expensive or more complex. 

The exact separation of costs into 
fixed and variable categories is one 





1. See P. Lyle, “Regression Analysis of Produc- 
tion Costs,"’ (Oliver and Boyd, London, 1946), 


p. 117. 

2. “Marginal Cost and Pricing,” F. K. Wright, 

ae Accountant", August, 1956, p. 
5. 

3. Among the subjects discussed at the F'rst 
South African National Cost Conference, in 
October, 1956, was: “The Principles and 
Application of Regression Analysis of Pro- 
duction Costs.” 
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By W. L. BURKE, B.Ec., F.a.s.a,, 


Senior Lecturer in Accountancy. 
N.S.W. University of Technology 


of the difficult problems of account- 
ing, and irrespective of whether ac- 
counting or statistical methods are 
used there is no certainty that result- 
ing estimates will be good. Statisti- 
cal methods should therefore be used 
only where it is considered the limits 
of error will be no greater than under 
accounting methods. If statistical 
techniques are adopted, however, 
errors may be approximated, thereby 
providing an indication of the relia- 
bility of results. Under accounting 
methods we may not know how good 
(or how bad) our estimates are. 


It is stressed that, although this 
article is concerned with an im- 
portant application of _ statistical 
methods, it is written essentially 
from the viewpoint of the accountant. 
To fully understand the application 
of statistical techniques it is neces- 
sary to know what assumptions are 
made, and a practical analysis should 
therefore be made by an experienced 
statistician. The object, here, is 
merely to illustrate the method, and 
to give some idea of the circum- 
stances in which it can be applied. 


Explanation of the Method 


The figures in table I relate to the 
monthly production of a hypotheti- 
cal factory. Monthly figures have 
been selected for convenience of il- 
lustration only; better results would 
actually be obtained by working over 
52 weeks (as explained later). It is 
assumed that the figures in column 3 
have been adjusted for variations n 
wages, prices or other factors, so as 
to make them comparable for ea 
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COSTS 


The , 





period. In other words, the prices of 
factors of production are held con- 
stant over the period. The method 
also assumes that cost is dependent (Output in | (Actual Costs 
on output only, that variations or — =e 

errors occur only in costs (Y), and 
that there are no errors in the ob- 
servations of output (X), which is 
assumed to be measured exactly. 


Now, if the twelve observations of 
X and Y in columns 2 and 3 were 
plotted on graph paper, they would 
take the form of the scatter-diagram 
shown in figure I. 


It will be observed that a straight 
line could be drawn in so that the 
twelve points would fall more or less 
evenly about it. The problem is how 
to draw the “line of best fit”—which 
would also represent the total-cost 
line. 

Empirical investigations have sup- 
ported the assumption of linearity 
for total costs in individual firms, but 


Col. 2 Col. 3 
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Fig. 1. 
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deviations from the line will arise 
because practical factors (e.g. varia- 
tions in the quality of materials, 
changes in temperature, etc.) will 
cause random errors. A line could 
perhaps be drawn, in freehand, 
through the points, but a more scien- 
tific method of curve-fitting is pro- 
vided by the statistical technique of 
regression analysis,t which makes it 
possible to test the accuracy of the 
estimates made. The resulting line 
is called the regression line, and the 
equation representing the line 
Y=a-+ bx 





4. Using the ‘‘method of least squares,” and 
assuming that the best line will be that 
which makes the sum of the squares of the 
errors between actual and observed values 
of Y (measured along the Y axis) a mini- 
mum. 


Y 





mececnagatnnnantcctarronenatenapeeteet 


is called the regression equation: ¢ 
(the regression constant) would then 
represent fixed costs, and b (the re- 
gression coefficient) would represent 
the marginal cost (and also the slope 
of the regression line). According to 
the formulae set out below, values of 
£113.86 and £0.48 can be calculated 
for a and b respectively (as shown). 


Referring to figure II, it now be- 
comes possible to mark off, along the 
Y axis, a value (OA) equal to a 
(£113.86), and to draw, through A, 

(BC) 
the line AB whose slope is 

(AC) 
represented by b (0.48). This line 
should then pass between the twelve 
points in figure I so that they are 


Ie 


/ 











- 


REGRESSION LINE | 


-_ 


i ' oo” 
) ee gy wvveresannneclpoouersnssscccvenomssees stipe aunty 





VARIABLE COSTS 





* | C 








eroccacerevecelperarenses:tecaeee 





_|FIXED COSTS 








60 


OUTPUT 


Fig. 


IN UNITS 


The Australian Accountant, September, 1957- 





@amarenhaeter as & oe ees es 


-_ 


ining =- 1- ae ee 


The 


distributed evenly about it. The line 
AB, then denoted the regression of 
Y on X, i.e., of costs on output (with- 
in the limits explained later), and, 
together with the line AC, delineates 
the fixed and the variable costs. The 
unit-variable cost represents the 
marginal cost.5 It remains to show 
how the values of a and b are calcu- 
lated. 


The Statistical Formulae 


Consider now the data in table II. 
The first three columns are the same 
as in table I, but the other informa- 
tion in table II is derived from that 
in the first three columns. This addi- 
tional information enables us to cal- 
culate the values of N, X. Y, 3x?, 
Sy? and Sxy respectively, as shown in 
table II, and explained below. With 
the aid of these six quantities the 
following five formulae* can be 
solved :-— 


(Sxy)* 
(1) r? = ——_., 

=x*Sy? 
(3) a= Y — bx, 
(4)? “Fiducial limits” of b 


>xy 
(2) b= ’ 
=x? 








1 ( Sy? — bsxy ) 


=b+tWV xe fh ae 


where the value of “t’” is obtain- 
able from special tables.® 





5. See “Accounting Measurements of Incre- 
mental Cost,” by Professor W. J. Vatter, 
published in “‘Studies in Costing,” (ed. D. 


Solomons, 1952), at p. 221. 


. The formulae will be found in Lyle, “Re- 

gression Analysis of Production Costs,”’ pp. 
175-180, and in most standard books on 
Statistics (e.g., Rider, ‘“‘Modern Statistical 
Methods,”” p. 27). 


7. These two formulae are usually expressed 
in terms of ‘‘s’’ (the standard error of the 
estimate of Y). They may easily be derived 
into the above forms, however, and are then 
stated (except for “‘t’) in terms of known 
quantities. 


. The value of ‘‘t’” can be obtained from 


TABLE 
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Col. 3 


Col. 4 





X (Output) 


Period 


(Costs in £s) 
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127 

99 
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117 
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106 
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179 
173 
165 
169 
187 
178 
176 
168 
152 
166 
178 
176 


+74.25 
+4.50 
+159.50 
—3.25 
+368.75 
+28.75 
+ 45.00 
+17.00 
+789.75 
+93.75 
+97.75 
+11.25 





1,452 








2,067 





1,687.00 











From column 
N 2. 
From column 
= 
—_ a 


N 


iE 


2: 


1452 = 


121. 


12 


From_ column 3: 


Y = 2¥ 
N 
From column 

zx* = 


= 2067 = 


172.25. 


12 


4: 


121 


36 
484 
1 


From column 


6: 


=xy = 1687. 


From column 5: 


14.0625 
888.25 





9. Actually, 


the individual values of x, 


y and 


“Statistical Tables’? compiled by Fisher & 
Yates. “t’ varies according to the value 
of N (in this case 12) and the degree of 
fiducial probability selected (which, in fac- 
tory work, is usually the 95% level). For 
those figures, t = 2.228. 
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xy in columns 4, 5, and 6 are not required. 
As totals, only, are wanted, these would 
normally be allowed to accumulate in a cal- 
culating machine. Columns 4, 5, and 6 are 
listed here, however, to illustrate the 
method of working. 


395 





(5)? “Fiducial limits” of a 
| 


wie 


where— 


N is the number of observations or 
periods; 

X (called X Bar) denotes the arith- 
metic mean (or average value) of 

Y (called Y Bar) denotes the arith- 
metic mean (or average value) of 

x (in column 4) denotes the dif- 
ference between the values of X 
(in column 2) and the value of X 
(calculated as 121) ; 

xx? denotes the sum of the squares of 
x. (The Greek letter = (Sigma) 
denotes “the sum of”. Squares are 
taken so as to eliminate the nega- 
tive signs) ; 

y (in column 5) denotes the dif- 
ference between the values of Y 
(in column 3 and the value of Y 
(calculated as £172.25) ; 

xy? denotes the sum of the squares of 
y; 

xy (in column 6) denotes the product 
of x (in column 4) and y (in 
column 5); and 

xy denotes the sum of the products 
in column 6. 


By substitution, 
(1,687)? 
3,496 x 888.25 
*r=0.96 


1,687 
== 0.4826 





X *) (sy? — b3xy) 
Ses)(-N—2 ~S; 





(1) = = 0.92 


(2) b= 


= £0.48, or 9/8, approx. 


(3) a= 172.25 — 0.4826 x 121 
—= £113.86 


(4) “Fiducial limits” of b 
= £0.48 + £0.10 
= £0.38 to £0.58, approx. 


(5) “Fiducial limits” of a 
= £113.86 + £12.54 
== £101.32 to £126.40, approx. 


Interpretation of These Results 


(1) “r” is the correlation co- 
efficient’® (or measure of associa- 
tion) between X (output) and Y 
(costs). The figure obtained above 
for r (0.96) indicates a high degree 
of correlation. Even if r has a high 
value, however, it should still be 
tested (according to statistical pro- 
cedures) for “significance”. It may 
be possible, with only 12 (or even 52) 
observations, instead of (say) 
10,000, for the association to arise 
purely by chance, and not to be real 
at all. The object of calculating r, 
and testing it for significance, is to 
decide scientifically whether the re 
gression equation should be accepted 
and used—or rejected. On the above 
figures, a correlation of 0.96, with 
N = 12, can be shown statistically to 
be highly significant. This means it 
is most unlikely the association would 
arise by chance, and there is, there- 
fore, justification for proceeding. 


An important qualification, how- 
ever, is necessary here. A correla- 
tion between two time series, such as 
costs and output (which could in- 
clude cyclical and seasonal fluctua- 
tions) could lead to spurious or mis- 
leading results. If a valid figure is 
to be secured, the data should have 
been sifted (as previously men- 
tioned), so as to eliminate factors 
likely to distort results; and it is 
assumed that this has been done. 
Seasonal conditions often have an 
effect, and it is desirable to work 





10. “Statistical Method,” by Colin A. Perry, 
published in the ‘Accountants’ Jou 
Vol. XLIX, No. 589, March, 1957, at pP. 16, 
discusses the uses of the correlation © 
efficient. 
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over a period of about a year so as 
to even out their effect. Working in 
weekly figures, satisfactory results 
should be obtained with a reasonably 
high correlation, but if monthly 
figures are used a very high degree 
of correlation would be required. 


(2) The regression coefficient, b, 
represents the marginal cost (as 
stated previously). In the above case 
marginal cost is £0.48, or 9/8 per 
unit of output—subject to the ap- 
proximate limits of error indicated 
below. 


(3) The regression constant, a, 
represents fixed costs—in this case 
£113.86, or £113/17/2, subject to the 
limits of error, below. The statisti- 
cal approach (where applicable) has 
the advantage that both fixed and 
marginal costs can be calculated from 
a record of total costs and output. 


(4) The “fiducial limits” of b indi- 
cate that in 95 per cent. of cases in 
which a sample of twelve observa- 
tions of X and Y was taken (from 
the total range of observations 
possible) a value of b between £0.38 
and £0.58 could be expected. In other 
words, it is 95% “probable” that the 
real value of b lies somewhere be- 
tween £0.38 and £0.58, and the best 
estimate is £0.48. These are fairly 
wide limits, but at least they indicate 
the margins of error which could 
exist. 


(5) Similarly, it is 95 per cent. 
“probable” that the real value of a 
lies somewhere between £101.32 and 
£126,40, and the best estimate within 
these limits is £113.86. It should be 
realised that these estimates (with 
all their other limitations) hold good 
oly over the range of values covered 
by X—i.e., for outputs between 82 
and 146 units. The regression line 
may bend downwards as output 
drops, giving a much lower value for 
«. But, for the range of t values in 
fable I, £113.86 is the value of a. 
The line AB is therefore drawn in 
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(in fig. Il) only for values of X be- 
tween 82 and 146. These limitations 
indicate the necessity for a reason- 
ably wide distribution of points for 
output (X) if the statistical approach 
is to be adopted. 


Illustrations 


(a) STEAM PRODUCTION. In an 
article in The Cost Accountant" the 
marginal cost of steam production 
was calculated as 6/4 per 1,000 lbs., 
within the approximate limits 5/11 
and 6/10, at the 95 per cent. level 
of probability. Figures representing 
twelve periods of approximately one 
month each were used. The fixed 
costs were estimated as £1,175, but 
the limits were not calculated; 
neither was the correlation co- 
efficient, (r). From the data given, 
however, the limits may be estab- 
lished as £866 and £1,484, and the 
correlation coefficient as 0.99 (note 
the high value for the small number 
of monthly periods). The limits of a 
(+£309) appear to be very wide, 
but that is because Y has high values 
and fixed costs represent only a small 
proportion of total costs at high out- 
puts. Actually, the percentage of 
error of a to the maximum obser- 
vation of Y (£7,872) was approxi- 
mately 4 per cent. in this example. 
In the hypothetical example, above, 
and in example (b) below, these pro- 
portions are 7 per cent. and 5 per 
cent. respectively, although the abso- 
lute values of the limits appear to be 
low. 


(b) The Sugar Industry. Philip 
Lyle’? says that the methods “have 
been in use in sugar refineries for a 
number of years and their value has 
been proved”. Much of his analysis 
centred around a table of costs and 
output covering a period of 40 weeks. 





11. “The Estimation of Marginal Costs,’ by 
A. Muir, in the August 1956, issue. (Vol 
35, No. 3, pp. 91-94. 


12. Op. cit. p.v. 





From this table he derived the re- 
gression equation 
Y = 104.75 + 0.48X, 

where Y represented total costs and 
X output. Fixed costs were esti- 
mated as £104.75 within the limits 
£96.4 and £113.1 (at the 95 per cent. 
level) and marginal cost as £0.43, 
within the limits £0.36 and £0.50; r 
was calculated as 0.90 (with weekly 
figures). 


(c) Hosiery, leather and depart- 
ment stores. An enquiry has been 
conducted by Professor Joel Dean’ 
into the costs of a hosiery mill. 
Monthly figures were taken over the 
period 1935-39, and a_ regression 
equation was obtained in the form 

Y = 2,935.59 + 1.998X, 

Y representing total cost (in dollars) 
and X output (in dozens of pairs). 
Fixed costs were thus calculated as 
2,935.59 dollars, and the marginal 
cost of a dozen pairs as 1.998 dollars, 
within the limits 1.931 and 2.064 
dollars, at the 95 per cent. level. It 
will be noted that, in this case the 
observations spread in months over a 
period of five years. Correspondingly 
careful adjustments were made to the 
data. Other regression analyses 
have been made by Professor Dean 
into the cost of leather belts'* and 
the cost of a department store’. 


(d) Steel. An investigation into 
costs in the steel industry in the 
United States was conducted by T. 
©. Yntema,'*® covering the years 
1927-38 (in annual figures). Results 
again assumed the form of a regres- 
sion line 

Y = 182.1 + 55.78X, 





i3. Joel Dean, ‘Statistical Cost Functions of 
a Hosiery Mill," Studies in Business Ad- 
ministration, University of Chicago Press, 
Vol. 11, No. 4 (1941). 


. “The Relation of Cost to Output for a 
Leather Belt Shop” (National Bureau of 
Economic Research, New York, 1941). 


5. “Department Store Cost Functions,” in 
“Studies in Mathematical Hconomics”’ 
(Chicago, 1942), pp. 232-264. 


. T.N.E.C. Papers, United States Steel Cor- 
poration, 1940, Vol. I, pp. 232-289. 


Y representing total cost (in millions 
of dollars). The marginal cost of a 
million tons of steel was thus com- 
puted to be approximately 55.734 
million dollars. 


Conclusion 


If the statistical method is to be 
used (and Professor Joel Dean says" 
that “the statistical approach, when 
conditions are appropriate for its 
use, is likely to produce more reliable 
results than the other methods”) it 
should be with an appreciation of the 
limitations involved and the condi- 
tions to be satisfied, and as a supple 
ment to accounting methods. As 
members of the team supplying in- 
formation to management, the statis- 
tician and the accountant should each 
have something of value to con- 
tribute. 





17. In “Methods 


published in “Studies in Costing,”’ (Ed. D. 
Solomons, 1962), at p. 2. 


—o — 


BOOK REVIEW 


Cost Accounting, by A Matz, 0. J. 
Curry and G. W. Frank; South- 
Western Publishing Co., N.Y., 2nd 
ed. 1957; pp. x + 838. 


This is an excellent textbook, com- 
prehensive and up-to-date. 

The basic techniques of cost ac- 
counting—stock control, labour cost- 
ing, apportionment of expenses, and 
so on—are fully covered in text and 
exercises. But the authors never for- 
get that the chief function of modern 
cost accounting is to serve as a tool 
of management, and they stress man- 
agerial aspects at every opportunity. 

The book concludes with a 180-page 
section on “Cost and Profit Analysis 
for Decision-Making Purposes.” 
Within this section, there are separ- 
ate chapters on Break-Even Analysis, 
Profit-Volume Analysis, Differential 
Cost Analysis, and Direct Costing. 


F. K. WRIGHT. 


of Break-Hiven Analysis,” 
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AUSTRALIAN SOCIETY OF ACCOUNTANTS 


(Incorporated in Australian Capital Territory) 


PROXY 





(Full Name) (Address) 


being a member of the......................... socossncstinelnniei . Division of the Australian Society of 
Accountants, hereby appodmt...................2..ccccccssessesecsessess0-sccesecoenonecesnsesecevcsenascecensesesarssbessenenspooocosesensusesssis 
of (or failing him the Chairman of the 


Meeting) as my proxy to vote for me and on my behalf at the Extraordinary General Meeting 
of such Society to be held on the 18th day of October, 1957, and at any adjournment thereof. 





Dated this. 





DIRECTIONS. 
No person shall be appointed a proxy who is not a member of the Society and qualified to 
vote. 

. No member shall be entitled to vote either personally or by proxy, or by proxy for another 
member, if his subscription is overdue for six months. 

. The above instrument appointing a proxy must be submitted to the State Registrar of the 

Division of which the appointer is a member (or to the General Registrar of the Society 
if the appointer is not a member of a Division) and such Registrar, if such be the case, 
shall endorse on the instrument a certificate that the appointer is a member qualified to 
vote at the meetings to which such instrument relates. 
The above instrument appointing a proxy, duly completed with the certificate of the General 
Registrar or of a State Registrar, must then be deposited at the office of the New South 
Wales Division of the Society, 5 Bligh Street, Sydney, not less than 48 hours before the 
~~ the holding of the meeting at which the person named in such instrument proposes 
© vote. 

. Any member being absent, or about to absent himself from his Division, may appoint an 
attorney to act on his behalf as provided in Article 76 et seq. 

CERTIFICATE OF GENERAL OR STATE REGISTRAR. 
I hereby certify that the members named above are qualified to vote in accordance with 
the Articles of Association, at the- meeting to be held on the date mentioned herein. 





General or State Registrar. 





» « « RECONDITIONED REMINGTON 
OR BURROUGHS ACCOUNTING MACHINES 
ARE A SOUND ECONOMICAL INVESTMENT 


1. Satisfactory Performance SALES AND SERVICE 
2. Five-year Guarantee 
3. Cost=i of the New Price 





Maintenance of Remington Machines: 
Semi-Electric £15 - 15-0 All-Electric £20-0-0 


BOOKKEEPING MACHINES PTY. LTD. 
214 Queensberry Street, Melbourne, Vic. | Phone: FJ 3711 


PTE AS MRE I 
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Australian Society of Accountants 


(Incorporated in Australian Capital Territory) 
37 QUEEN STREET, MELBOURNE, VICTORIA. 


NOTICE IS HEREBY GIVEN that an Extraordinary 
General Meeting of the AUSTRALIAN SOCIETY OF 
ACCOUNTANTS will be held at 5 Bligh Street, Sydney, 
on Friday, the eighteenth day of October, 1957, at five- 
thirty o’clock in the afternoon, when the sub-joined resolu- 
tion will be proposed as a special resolution. 


RESOLUTION 
That the Articles of Association be altered by inserting the following 


Article after Article 104:— 


“104A. A Divisional Council may at any time and from time to time elect 
a qualified member as an additional Councillor provided that the total 
number of Councillors shall not at any time exceed the number deter- 
mined by General Council pursuant to Article 96. Any Councillor so 
appointed shall hold office only until the next following Ordinary 
General Meeting of the Division and shall then be eligible for re-election, 
but shall not be taken into account in determining the Councillors to 


retire by rotation at such meeting.” 


DATED the second day of September, 1957. 
By Order of the General Council, 


C. W. ANDERSEN, General Registrar. 





EXPLANATION OF PROPOSED 
AMENDMENT 

At an extraordinary general meet- 
ing of the Society held on October 10, 
1956, members approved of an 
amendment to Article 96 to permit 
of an increase in the maximum num- 
bers of members of Divisional Coun- 
cis from twelve to fifteen. When 
submitting the proposed amendment 
to members it was pointed out that 
the maximum size of Divisional 
Councils was too small having regard 
to the expansion of the Society’s 
activities and the consequent burdens 
assumed by such Councils. It was 
subsequently found that no specific 
provision had been made in the 
Articles for the manner in which any 
additional members should be elected. 

The proposed alteration to the 
Articles, now being submitted to 
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members, would remedy the defect. 
It follows the procedure set out in 
Table A of the English Companies 
Act. This provides that directors 
may appoint additional directors, but 
that any additional directors so 
appointed shall retire at the next 
general meeting of the company. The 
additional directors, however, al- 
though eligible for re-election, are 
not taken into account in determining 
the directors to retire by rotation at 
such meeting. In this way, members 
are given the opportunity, at an early 
date, of reviewing any additional 
appointments made by the directors. 


On behalf of the General Council— 
Cc. W. ANDERSEN, 
General Registrar. 


Melbourne, 
September 2, 1957. 











Australian Society of Accountants 


1958 CONVENTION 


To be held at Sydney 
on May, 5,6, 7 and 8 


T HAS been said that account- 

ing is the universal language 
of business; one that provides 
a barometer of economic tondi- 
tions through its ability to 
measure and communicate in 
financial terms, Because such 
activities involve human motiva- 
tions and judgments they are 
dynamic and_ ever-changing. 
Thus accounting is never static; 
it is a living, vital force in the 
community with its standards 
and practices under constant 
review and revision as the pres- 
sures of progress exert their 
influence. 

Acceptance of the foregoing 
analysis of accounting’s role, 
emphasises the importance of 
the 1958 Convention to be con- 
ducted by the Australian Society 
of Accountants in Sydney next 
May. 

The convention provides mem- 
bers of the Society with an 
opportunity to hear outstanding 
authorities discuss subjects of 
great importance to the account- 
ancy profession. These discus- 
sions will be based on a technical 
programme comprising the fol- 
lowing :— 

“The Economics of Capital 
Structure”. 

“Internal Auditing in Aus- 
tralia”. 


“The Annual Report and 
Accounts as a Source of 
Information”. 

“Influences Shaping Ac- 
counting”. 


From the wide range of ideas 
and opinions which will be ex- 
pressed at the Convention, mem- 
bers present will obtain a great 
deal of pertinent knowledge 
which is sure to be of value in 
meeting the challenge of chang- 
ing trends. 


Details of the technical pro- 
gramme, such as titles of papers, 
names of authors, etc., will be 
announced at a later date 
through the columns of The 
Australian Accountant. 


Apart from the mental stimu- 
lus provided by the technical 
discussions the convention will 
enable members to enjoy the 
social functions which are to be 
included in the four-day pro- 
gramme. 


The success of the Society’s 
last convention in Adelaide in 
1954 is happily remembered by 
all who took part. Because of 
the increase in the Society’s 
membership since then, it can be 
anticipated that the 1958 Con- 
vention will be attended by an 
even greater number of mem- 
bers. 
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TAXATION SECTION 








NOTES ON SELECTED CASES 


Car Used Partly for Business 


The High Court has decided the 
principles to be followed in calculat- 
ing the “depreciated value” of an 
asset used partly for business and 
partly for private purposes. 


When an asset is used only partly 
for the purpose of producing assess- 
able income, Section 61 of the Income 
Tax Assessment Act provides that 
the Commissioner may determine the 
allowance for depreciation, or the loss 
on disposal, to the extent to which 
he considers it is “proper”. Thus, if 
the asset is used half for business 
purposes and half for other purposes, 
it is usual for the Commissioner to 
calculate the depreciation which 
would have been allowed if the asset 
was employed wholly for business, 
and allow one-half. Under similar 
circumstances, only one-half of the 
loss on disposal would be an allowable 
deduction. 


On the sale of an asset, the pro- 
ceeds of sale must be compared to 
the “depreciated value” of the asset 
for tax purposes at the date of dis- 
posal, to arrive at the loss or profit 
on sale. But what is this “depreci- 
ated value” when only a proportion 
of the calculated depreciation has 
been allowed? Is it the cost of the 
asset less the actual depreciation 
allowed, or is it the cost less the full 
amount of depreciation, at the appro- 
priate rate? 

The Board of Review, in 5 C.T.B.R. 
(N.S.) Case 56, drew attention to the 
provisions of Section 62, which states 
that the “depreciated value” means 
the cost less the total amount of de- 
The Australia; 
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preciation allowed or allowable in 
respect of that unit, and decided that 
the depreciated value of a car used 
— for private purposes was as fol- 
ows: 


Cost—July 1950 
20% initial depreciation 
Less half private use 


£765 
£153 
77 


15% —1950-1951 
Less half private use 


103 
51 


15%—1951-1952 


Less half private use 47 


15% to date of sale 
(June 1953) 
Less half private use 


88 
44 

Depreciated value at date of 
sale 


44 


£545 


The sale price was £450; on this 
basis the loss on sale was £95, of 
which the Board held that half was 
allowable under Section 61. 


The Commissioner appealed to the 
High Court from the decision of the 
Board of Review. The case is re- 
ported in Federal Commissioner of 
Taxation v. Anderson 6 A.I.T.R. 324. 


In determining the “depreciated 
value” of the car, for the purpose of 
calculating the loss on disposal (if 
any), the Commissioner subtracted 
from the cost of the car the total 
amount of the depreciation that 
would have been allowable if the 
car had been used wholly, not partly. 
for the purpose of the taxpayer's 
business. On that basis, there was no 
loss on disposal for the purpose of 
Section 59. 





McTiernan J. held that the Com- 
missioner’s calculation was correct. 
He stated, in effect, that when a unit 
of property is used only partly for 
business purposes, the first step in 
the exercise of the Commissioner’s 
discretion under Section 61 is to cal- 
culate the depreciation that would be 
allowable if the unit was used wholly 
for business purposes. In the view of 
the Court, only in this way can the 
“depreciated value” of the asset be 
correctly determined. The Commis- 
sioner then exercises his discretion to 
allow a part of the total depreciation 
so calculated, according to the cir- 
cumstances of the use of the asset. 

Thus, the Court’s decision would 
appear to have the following effect 
on the calculations relating to the car 
involved: 

Amount allowable 


£765 
153 


Cost—July 1950 

20% initial depreciation £76 
612 

15%—1950-1951 92 


520 
15% —1951-1952 78 


442 


46 


15% to date of sale 


(June 1953) 66 


376 
450 


Profit on sale £74 


Presumably, the “recouped depre- 
ciation” would then be included in 
the taxpayer’s assessable income to 
the extent of £37 only (that is, one- 
half of £74). 


It is of interest to note that fol- 
lowing upon an agreement between 
the Commissioner and the taxpayer, 
the solicitor’s costs incurred by the 
taxpayer in connection with the ap- 
pea! to the High Court were paid by 
the Commissioner. 


Sale price 


Gifts to Directors 


A gift of shares, made to two 
directors as a recognition of their 


402 


work for the company, was treated 
as a personal gift and not remunera- 
tion (United Kingdom Income Tax), 


The case of Bridges (Inspector of 
Taxes) v. Hewitt; Bridges v. Bears- 
ley (1957) 2 All E.R. 281 considered 
the question whether shares trang- 
ferred to the directors of a company 
by the sons of the founder and prin- 
cipal shareholder of the company 
should be treated as remuneration 
for services rendered, and so assessed 
to United Kingdom Income Tax. 


The two directors concerned in the 
case were to a considerable degree 
responsible for the success of the 
company; they, with a third director 
who had died prior to the hearing, 
had served the company faithfully 
for many years, and were in receipt 
of substantial remuneration. How- 
ever, the benefits flowing from the 
substantial prosperity of the com- 
pany were largely enjoyed by the 
principal shareholder. 

The three directors considered that 
they were entitled to a substantial 
holding of shares in the company: 
“They wanted these shares for reas- 
ons of security, and also as giving 
them a standing with the employees 
of the company commensurate with 
their respective important positions; 
for they were in fact the backbone 
of the company, had helped (the 
founder) to build up the company’s 
business, and were very largely in 
their different capacities responsible 
for its successful running once it had 
been firmly established.” 


Representations at various times 
were made to the principal share- 
holder, who promised to look after 
the directors, but did not give them 
the shares they wanted. Subse 
quently, the directors were left with 
the impression that they would be 
left shares in the founder’s will. But 
when he died, he left all his shares 
to his widow. 


The directors, after some lapse of 
time, approached the founder’s two 
sons (in 1945), who agreed that the 


The Australian Accountant, September, 1957. 











WORMALD BROTHERS INDUSTRIES 


Locker 
room... 


where the 

















emphasis 


is on 
RO©@ AF 
* 


When the staff is growing but the staff room is not, 
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news for private company directors 


A new plan for key men has 
recently been introduced 
by the A.M.P. Society 


This plan has remarkable advantages in 
helping you solve your INCOME TAX and 
DEATH DUTY problems. 

Contact your A.M.P. Representative, or 
a telephone call to the nearest A.M.P. 
office will bring you full information. 
Ring: Sydney—B 0530 Melbourne—MB 1781 


Brishane—FA 1981 Adelaide—LA 2372 
Perth—BA 2001 Hobort—B8 7621 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE: 87 PITT STREET, SYDNEY © GENERAL MANAGER: M. C. BUTTFIELD 
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directors should have been left shares 
in their father’s will, and decided 
that after the death of their mother, 
8000 shares should be transferred to 
each of two of the directors, and 
4000 to the third. 

A deed of covenant was entered 
jnto, under which the sons agreed 
to make the transfers, and in the 
deed it was mentioned that the 
undertaking was in consideration for 
the directors remaining in the ser- 
vice of the company for a specific 
period. 

In 1949, one of the directors died, 
and in 1952 another became ill. The 
latter was apparently fearful that 
the founder’s widow would outlive 
them, and pressed for the transfer 
of the shares, and in 1953 the shares 
as agreed upon were transferred to 
the two directors, Hewitt and Breas- 
wy and the executors of the director, 
ones. 


The Court of Appeal, by a major- 
ity, held that the shares were per- 
sonal gifts, not remuneration for ser- 
vices rendered, and thus were not a 
profit from the office of director. It 
was considered that the founder’s 
sons wished to show appreciation of 
the directors’ past services, and al- 
though the receipt of the shares was 
linked with the sérvices of the direc- 
tors, the promise that the sons made 
did not have the attribute of remun- 
eration, but “in their personal capa- 
cities and from their personal posses- 
sions and actuated by their personal 
motives of doing what they thought 
that their father might have done 
by his will’, the gifts were made. 


Trade Union 


_The Victorian Employers’ Federa- 
tion is not a “trade union”, and there- 
fore its income is not exempt from 
meome tax (Section 23 (f) of the 
Income Tax Assessment Act). 


j Section 23 (f) exempts from tax 
the income of a trade union and 
the income of an association of em- 
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ployers or employees. registered 
under any Act or State Act, or under 
any law in force in a Territory being 
part of the Commonwealth relating 
to the settlement of industrial dis- 
putes.” 

The Victorian Employers’ Federa- 
tion is not registered under any Act 
etc. It claimed that its income was 
exempt because it answered the de- 
scription of a ‘trade union’. 

The case was heard by Kitto J— 
Victorian Employers’ Federation v. 
Commissioner of Taxation (1957) 
A.L.R. 525. For the taxpayer, it was 
contended that the various State 
Trade Unions Acts defined a ‘trade 
union’ in terms which extend to an 
employers’ as well as an employees’ 
association, and that this technical 
legal meaning should be applied in 
determining whether the Federation 
a within the scope of Section 23 
(f). 

The Commissioner quoted Lord 
Loreburn L. C. in Macbeth & Co. v. 
Chislett (1910) A.C. 220 who said “It 
would be a new terror to the con- 
struction of Acts of Parliament if 
we were required to limit a word to 
an unnatural sense because in some 
Act which is not incorporated or re- 
ferred to such an interpretation is 
given to it for the purposes of that 
Act alone’’, 

Kitto J. said that “the expression 
(trade union) has not, for the general 
purposes of the law, a meaning dif- 
ferent from that which it has in 
popular usage”, that is, an organisa- 
tion of employees. He considered that 
the extension of its meaning in the 
Trade Union Acts had not had the 
effect of widening its meaning in 
popular understanding, and accord- 
ingly held that the exemption pro- 
vided by Section 23 (f) did not apply 
to the Federation’s income. 


A Question of Fact 


A taxi driver unsuccessfully con- 
tested a determination of his taxable 
income by the General Commission- 
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ers of Income Tax in the United 
Kingdom. 


In the United Kingdom, as in Aus- 
tralia, the Income Tax Department 
finds it necessary, on occasions, to 
apply the ‘betterment’ test to arrive 
at a taxpayer’s income subject to tax. 


Where records of income and ex- 
penditure are inadequate, or do not 
exist, the Department’s investigation 
officers perform a painstaking task 
involving a comparison of assets and 
liabilities at the beginning and end 
of the income year, while making ad- 
justments for living expenses, in- 
comings and outgoings of a capital 
nature, etc., and from the mass of 
figures a taxable income emerges. 


Such a state of affairs received an 
airing in the hallowed precincts of 
the Chancery Division of the English 
High Court, when the driver of a 
London taxi-cab appeared before 
Harman J. (Jacobs v. Eavis (Inspec- 
tor of Taxes) 36 T.C. 576) to com- 
plain that the Commissioners for the 
General Purposes of the Income Tax 
for the Division of Kingston and 
Elmbridge in the County of Surrey 
had come to an erroneous conclusion 
as to what was his income to be 
assessed to tax for the year 1954-55. 


The cab driver had estimated his 
gross takings at £875, and claimed 
expenses amounting to £520. He was, 
however, assessed on £500, presum- 
ably after a detailed study had 
been made of his estimated mileage, 
the takings and the tips, and an in- 
vestigation made of his personal and 
business expenses and such things 
as the amounts he had won as a 
punter at the Derby. 


The taxpayer was not satisfied 
about this assessment on £500, and 
appealed to the General Commission- 
ers, who forthwith increased his tax- 
able income to £520. In turn, he 
was dissatisfied with the Commission- 
ers’ decision, stating that it was 
erroneous in point of law, and de- 
manded that a case be stated for 
the opinion of the High Court. 
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The Judge expressed the view that 
the method adopted to arrive at the 
taxable income was “back-handed, 
but it may be the only one possible 
where there are no accounts avail- 
able.” The same comment might 
apply to many investigations conduc- 
ted by the Australian Income Tax 
Department. 


Harman J. said “Aware as he is 
that I cannot question the Commis- 
sioner’s findings of fact, he says he 
has got some points of law on which 
he relies to upset the assessment 
made upon him. His points of law 
turn out to be that, in fact, the In- 
spector’s method of arriving at the 
assessable sum is based on impossible 
figures .. . that the whole thing is 
ridiculously wrong . . That, of 
course, is a question of fact and not 
of law at all... it is perfectly hope- 
less to expect I should do another 
sum or come to another conclusion 
because Mr. Jacobs comes here with 
great eloquence, but without any 
evidence to support it whatever, and 
says his computations are right and 
the Inspector’s are quite wrong... 
Mr. Jacobs cannot persuade me to 
overrule the Commissioners on a pure 
question of fact.” 


In similar circumstances in Aus- 
tralia, if a taxpayer is assessed on a 
‘betterment’ calculation or on some 
other arbitrary basis, he may, after 
his objection is disallowed, appeal to 
the Board of Review, or the Court. 
If the case is heard by the Board of 
Review, and the Commissioner’s cal- 
culation of the taxable income is 
either confirmed or altered, the tax- 
payer cannot then appeal to the High 
Court against the Board’s decision 
except where a question of law is 
involved. And if, as in the case of 
the London cab driver, the basis of 
the computation of the taxable in- 
come is the matter at issue, the Court 
cannot review the decision of the 
Board, for this, as the English Judge 
put it, is “a pure question of fact.” 
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UNIFORM TAX 


On August 23, 1957, the Full High 
Court gave its judgment on the “uni- 
form tax” case. 


The Victorian and New South 
Wales Governments had challenged 
the validity of certain provisions of 
Commonwealth legislation’ which 
formed the basis of the plan of uni- 
form tax which has operated in Aus- 
tralia since 1942. 


The uniform tax system consists of 
the imposition of Commonwealth 
Income Tax at rates high enough to 
enable payments to be made to the 
States to meet their financial obliga- 
tions. To ensure that this method 
was effective, the Commonwealth 
Income Tax Assessment Act pro- 
vided, in Section 221, that the States 
could not collect any State income 
taxes while Commonwealth Income 
Tax was owing by a taxpayer; this 
gave the Commonwealth a_ tax 
priority, and, effectively, prevented 
the States from levying any income 
taxes. Further, the State Grants 


(Tax Reimbursement) Act provided 
in effect that if a State imposed an 
income tax, it was not entitled to 


receive Commonwealth reimburse- 


ment grants. 


By a four to three majority, the 
Court held that Section 221 of the 
Commonwealth Income Tax Assess- 
ment Act was invalid. The Common- 
wealth therefore appears to have lost 
its priority to income tax. 


Without dissent, the Court held 
that the challenged provision of the 
Tax Reimbursement Act was valid. 
The Commonwealth therefore can 
continue to deny tax reimbursements 
to any State which imposes its own 
Income tax. 


It is hard to imagine that the judg- 
ment given by the Court is likely to 
result in any material changes in the 
uniform tax system, unless all the 
States decide to impose their own 
Income taxes. It would be surprising 
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if the smaller States agreed to this 
course of action. 


As the rate of Commonwealth in- 
come tax imposed cannot vary as 
between one State and another, an 
attempt by any one State to levy its 
own income tax would merely ex- 
pose that State’s taxpayers to both 
Commonwealth and State income 
taxes, and tax reimbursements to 
that State would cease. This would 
be an impossible state of affairs. 


The Prime Minister and the 
Treasurer have repeatedly expressed 
their willingness to hand taxing 
powers back to the States, provided 
they agree, and that satisfactory 
financial arrangements between the 
Commonwealth and State Govern- 
ments can be made. The practical 
results of the Court’s decision, there- 
fore, appear to lie in the realm of 
Commonwealth and State political 
manoeuvres. 


FARES TO WORK 


The question of whether expendi- 
tures incurred in travelling from 
home to place of business should be 
allowable as an income tax deduction 
has been considered on many occa- 
sions by Taxation Boards of Review. 


In 5 C.T.B.R. (N.S.) Case 100, Mr 
F. C. Bock said: “It has been the in- 
variable practice of the Commissioner 
to disallow such expenditure as a 
deduction from assessable income, 
chiefly on the ground that it is ex- 
penditure of a private nature. The 
Commissioner’s decisions on claims 
for deduction made by taxpayers in 
this respect have been unanimously 
upheld in recent years by all three 
Boards of Review in no less than 
nine cases. None of the decisions by 
the Boards has been challenged in 
the Courts and no taxpayer has yet 
asked the Court to consider the law 
on the subject of such travelling ex- 
penses being properly allowable as 
deductions under the provisions of 
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S. 51 (1), perhaps because of the 
comparative smallness of the 
amounts involved. So it has become 
settled in the administration of the 
Income Tax Assessment Acts and 
in the pronouncements of the several 
Boards of Review constituted under 
those Acts that expenditure of this 
kind is not an allowable deduction, 
and one looks in vain for authority 
to the contrary.” 


The Taxpayers’ Association of New 
South Wales has now decided to test 


the question before the High Court, 
and the Commissioner has agreed 
to facilitate the hearing of the 
appeal at an early date. 


A professional man and a trades- 
man have been chosen as the tax- 
payers whose assessments will be 
the subject of the appeal, in order 
that an examination can be made of 
the question in relation to different 
circumstances surrounding the earn- 
ing of income. 


—% — 


A CONTRIBUTOR WRITES: 


Probably many accountants feel 
that Shakespeare has no particular 
interest for them though “Angus 
Lancaster” has in this journal made 
frequent reference to the beauties to 
be found in the work of our greatest 
author. 


It has always semed to me that 
Sonnet No. 30 is one that is so strik- 
ingly applicable to the problems of 
the accountant that it might almost 
have been written for him. The first 
two lines 


When to the sessions of sweet 
silent thought 
I summon up remembrance of 
things past 
at once conjure up the idea of the 
accountant’s efforts to trace some 
elusive account, some missing 
voucher or other important docu- 
ment and the lack of many a thing I 
sought which follows immediately, 
might well be an _  accountant’s 
lament, with despair over the cost in 
time expressed in new wail my dear 
time’s waste. 


The next three lines are less apt 
to the problems of the profession but 
the idea of cost then recurs with 
the of many a 


moan expense 
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vanished sight—a further reminder 
of something that must be traced, 
and a little later we come to the 
phrase tell o’er the sad account... 
—the accountant will hardly need to 
be reminded of the sadness that the 
memory of some accounts awakens, 


But the real trouble about this 
sad account is seen at once in the 
next line with— 

Which I now pay as if not paid 

before. 

This will never do! We shall have 
to find out how this has occurred, 
and who is responsible for it. There 
may be something fraudulent here 
for the eagle eye of the auditor to 
alight on, and we shall also have to 
take steps to get a refund of the 
second payment. 


But, hey, presto! the last two lines 
provide an easy solution. They read 
But if the while I think on thee, 
dear friend, 
All — are restored and sorrows 
end. 


How pleasant it would be if our 
losses could be always restored by 
thinking on a dear friend and our 
sorrows could be as easily dis- 
sipated. 
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and watch for the pay off! 
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SHARE YOUR IDEA ... 








N recent times we have seen re- 

ported the televising in Great 
Britain of a new technique in chest 
surgery to an audience of some 800 
members of the medical profession. 
The picture was transmitted in 
colour on to a huge television screen 
and everyone present was able to 
follow clearly each stage of the opera- 
tion. Here was a typical instance of 
a leader in his field sharing his expert 
knowledge for the information of his 
fellow surgeons and ultimately for 
the benefit of their patients. 


It would be difficult to expect the 
accountancy profession to stage such 
a spectacular “share your knowledge” 
demonstration. 

“Business” is the accountant’s 
“patient” and it is the saving of time 
and money that is paramount. As 
we well know, the savings in time 
and money achieved through able ac- 
counting can in turn be the “remedy” 
to restore a sick business to profitable 
operation. 

Accountants usually are admirably 
placed to exert their influence to- 
wards improving business efficiency, 
and opportunities continually arise 
for them to devise and develop new 
methods and techniques. 

In the interests of accounting 
progress, The Australian Accountant 
invites readers to “share their know- 
ledge” by submitting for publication 
notes on new ideas, procedures or 
techniques which have been found 
successful in promoting efficiency, 
by saving time, money or effort. 


It is hoped that the notes will 
range over a very wide field, includ- 
ing financial accounting, bookkeep- 
ing, secretarial practice, manage- 
ment accounting, office routine, sys- 
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tems and organisation, taxation (in- 
come and other), stamp and gift 
duties, estate duties, auditing, inter- 
nal check, and, indeed, many of the 
thousand and one practical problems 
with which accountants and secre- 
taries are called upon to deal at one 
time or another in the course of their 
varied tasks. 


This “Share Your Idea” section of 
the journal should fill a need, but it 
can be successful in its object of dis- 
seminating information only if 
readers will treat it as it is intended 
to be treated—as a two-way channel 
through which information may be 
sought and given. 


An appeal is made to every reader 
to participate in this helpful service. 
Whenever a novel problem is en- 
countered, or an apparently better 
way of doing an old job is found, 
whenever there is reason to doubt 
whether a time-honoured practice is 
justified, whenever a reader wants 
to share his problems or their solu- 
tions with his fellow-accountants, 
The Australian Accountant wants to 
hear about it and to pass on the in- 
formation or the problem to its 20,000 
readers. 


No note is too short for publica- 
tion in this column. No point is 
necessarily too slight for discussion 
or enquiry, so long as it is novel and 
of general interest. What is familiar 
ground to one reader may be un- 
explored territory to many others. 
The editor will decide whether the 
point at issue is likely to capture 
readers’ interest: he can do that only 
if he is told about it. Will you help, 
either by sending your own notes, 
or by talking to others about the new 
section in your journal. Don’t keep 
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your knowledge to yourself, and 
don’t put off sending today’s note 
until the tomorrow which never 
comes. 


To start the flow of helpful thought 
which it is hoped this new “Share 
Your Idea” feature will promote we 
publish below an article by Mr. K. A. 
Middleton, B.A., A.A.S.A., F.C.A.A., 
who was recently appointed research 
officer to the Australian Society of 
Accountants. 


Simplified Accounts Payable 

Procedure 

The conventional procedure for 
accounts payable, involving the use 
of a multi-column purchase journal 
and creditors ledger, is a cumbrous 
method. It is not surprising there- 
fore to find this system frequently 
modified in practice. 


The system of accounts payable 
here described is operating success- 
fully in a large organisation using 
machine accounting methods. It is 
designed to meet certain necessary 


objectives common to most organisa- 


tions. This article is written in the 
hope that it may provide ideas to 
help others, or provoke criticism 
that might help to simplify further 
what is believed to be an already sim- 
plified system. 

Apart from the major aims of cer- 
tifying and paying invoices there are 
certain other objectives which are: 

To provide a record of transactions 

of each vendor. 

To show at the end of each period 

(e.g., monthly) the outstanding 

liability for accounts payab!e. 

To record each transaction in the 

period to which it relates. 


The first objective is met by 
maintaining an “invoice register” 
card for each vendor. As each in- 
voice is passed for payment details 
are recorded on the card. At this 
point, any duplication of an invoice 
which “slipped through” could be 
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detected. This record is also fre- 
quently used in reconciling with a 
vendor’s statement. 


The second and third objectives 
are achieved by the use of: 


Analysis cards, similar in form 
to ledger cards. Cards are pre- 
pared corresponding to each re- 
levant general ledger account. 

A separate set of cards is kept 
for each period and corresponds 
to a purchase journal. 
Accounts Payable Summary (for 
each period). 


The routine is as follows: 


Invoices passed for payment are 
collected for each vendor, and are 
filed until the end of the period, 
unless they are due for immediate 
payment. 

The invoices for each vendor are 
extracted for payment at the end 
of the period if not before. They 
are then machine totalled and a 
posting voucher is prepared for 
each batch. 

Each posting voucher is_ then 
posted by accounting machine to 
the analysis cards. 


A corresponding “credit’’ is made 
to an “Accounts Payable Sun- 
mary” for the period. In this 
step each vendor’s name and the 
total of the batch of invoices 
are recorded. 


When all-postings have been made 
for a period the analysis cards be- 
come a posting medium for the gen- 
eral ledger. The total on each card 
is posted to the corresponding gel- 
eral ledger account and the card can- 
celled. Similarly the total of the 
accounts payable summary is posted 
to the creditors’ control account in 
the general ledger. 


The reason for posting to analysis 
cards rather than direct to the gel- 
eral ledger is to avoid mixing up one 
period with another. It is usually 
necessary to make postings to the 
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mext period’s analysis cards before 
closing the previous period. 


Cheques drawn usually relate to a 
batch of invoices. The procedure 
adopted for paying accounts is as 
follows: 

An “advice to payee” is prepared 
in triplicate. This is similar in 
form to a vendor’s statement, 
with additional space for advis- 
ing of any adjustments made to 
invoices. 
The invoices are listed, discount 
deducted, the total inserted, and 
the cheque drawn. The original 
copy goes to the vendor with the 
cheque. The duplicate copy is 
filed with the invoices in cheque 
number sequence. The triplicate 
copy is filed under the vendor’s 
name and this provides a record 
of payments to each vendor. 

The final step is to insert the 

cheque numbers against the 

amounts in the “accounts payable 
summary”, and to post the totals 


to the debit of the creditors’ con- 
trol account. 


The balance of the creditors’ con- 
trol account ‘should reconcile with 
the invoices unpaid as shown by the 
accounts payable summary. 


This system is adopted in an 
organisation where prompt reports 
are necessary. When the analysis 
cards are closed for a period there 
are usually some invoices not re- 
ceived for the period. These are ac- 
counted for by valuing the outstand- 
ing “goods received notes” and 
bringing the charges into account by 
journal entry. 


Accounts payable routines form a 
major part of the work of most of- 
fices and are therefore worthy of 
careful analysis. 


How does your routine for Accounts 
Payable compare with the method 
described above? Can you improve 
on this system? If so please let’s 
share it.—Ed. 





AS.A. REGISTER OF MEMBERS 


New admissions to the Australian 
Society of Accountants, with ad- 
vancements in status and deletions 
are listed below. 


VICTORIA 

Provisional Associates: Boulton, P. D., 
Donaldson, F. C., Higgins, A. T., McKins- 
ley, S. G., Schsobhon, A., Soo, Y. H. 

Associates: Clarke, R. J., Gough, D. J., 
Horman, D. S., Locket, L. R., Reade, D. 
M., Revell, J. E. 

Advanced to Associate: Carp, B. 

Removed from Register: Holder, E. B., 
Needell, S. H., Gaythorpe, T. W. (all 
deceased), Osborne, C. W. (resigned). 


NEW SOUTH WALES 


Provisional Associates: Crafter, H. A., 
Harrison, M. W., Holloway, J. W., Lin- 
ton. J. M., Lofthouse, G. Mc., Osgood, 
G. E 


Associates: Applebaiem, R. T., Coleman, 
- A., Cameron, C. P., Forster, J. T., 
Harper, H. E., Kekwick, D. J., Marrott, 
R. B., Millane, A., Murray, R. J., Rack- 
ham, A. W., Walker, J., Wolfenden, P. 
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Advanced to Associate: Bowling, H. V. K., 
Bisset, K. L., Cranney, G. L., Foster, G. 
E., Heagney, A. E., Moore, G. W. C., 
Robson, H. V., Kovacs, Z., Polak, M. 


QUEENSLAND 
Provisional Associate: Klan, R. D. 
Associate: Gray, N. N. 
Advanced to Associate: Ryan, N. J. 


WESTERN AUSTRALIA 
Provisional Associate: Dols, L. H. 
Associate: McGuiness, P. F. 
Advanced to Associate: Edsall, J. 

Gleadell, C. C. 


SOUTH AUSTRALIA 
Provisional Associate: Wench, R. T. 
Advanced to Associate: Pennells, D. 

Raymer, C. R. 
Removed from Register: Pitcher, K. 
Goscombe, H. B. (deceased). 


TASMANIA 
Provisional Associate: Foo, Y. K. 
Associates: Davey, R. H., Smith, W. E. 
Wilmhurst, W. F._ 
Advanced to Associate: 


Fraser, D. 
Parker, M. H., Wong, L. T. K 





CURRENT PROBLEMS DISCUSSED 
IN OVERSEAS JOURNALS 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting and Economic Concepts 


In “Accounting Measurements of 
Economic Concepts”, an article in the 
Journal of Accountancy, May, Norton 
M. Bedford considers a number of 
areas of disagreement between 
accountants and economists. He 
examines the criticisms expressed by 
some economists that (a) account- 
ants fail to distinguish clearly be- 
tween capital gains and normal in- 
come, (b) conventional accounting 
ignores price-level changes, (c) 
accountants do not recognise changes 
in the value of assets as such changes 
accrue, (d) accountants allocate com- 
mon costs to periods and products 
when they should not be so allocated, 


and (e) accountants do not recognise 
all the assets (such as goodwill and 
favourable contracts) or expenses 
(such as risk and uncertainty) of a 


company. He concludes that, in 
general, where accountants have de- 
parted from economists’ concepts, 
the departure is due either to the use 
of more realistic concepts or to the 
difficulties of measurement which 
necessitate an approximation as the 
only practicable approach. 


History 

In “The Financial Organisation of 
a Company in the Seventeenth Cen- 
tury”, in Accounting Research, April, 
J. K. Horsefield describes the consti- 
tution of a company which had 
originally been chartered (in 1677) 
as a fishing corporation but which 
was reconstructed in 1683, after 
failure through lack of capital, to 
include banking as its main activity. 
Unfortunately, it was unable to raise 


410 


funds for this expansion and the 
effort involved in framing the elabor- 
ate constitutional provisions appears 
to have been wasted. 


Ethics 


In “Ethical Considerations in 
Rendering Management Services”, 
an article appearing in the Journal of 
Accountancy, March, Ira N. Frisbee 
draws attention to problems of pro- 
fessional ethics arising out of the 
spreading tendency for practitioners 
to undertake management services. 
Questions of advertising and solicita- 
tion by management consultants and 
their employment of specialists in 
various fields are among those which 
should be examined for their ethical 
implications. 


Pensions and Retirement Plans for 
Public Accountants 


Retirement plans for partners in 
accountancy practices is the subject 
of an article, “Retirement of Part 
ners”, by John L. Favaloro, in the 
Journal of Accountancy, April. 
Several typical retirement plans for 
various numbers of partners are 
outlined and the essential features— 
and the advantages—of a good 
retirement plan are enumerated. 

The Association of Certified and 
Corporate Accounts Report, The 
Accountant, May 4, gives details of 
the scope of the Association’s per- 
sonal pensions scheme. 


Published Accounts 


The contents of interim financial 
reports, and a brief survey of other 
methods in use in Canada of keeping 
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shareholders in touch with the acti- 
vities of their company, are dealt 
with by Gertrude Mulcahy, “Share- 
holders Relations Programs’, in the 
Accounting Research section of The 
Canadian Chartered Accountant, 
May. No indication is given of the 
percentage of Canadian companies 
which are issuing interim reports, 
but examples are given of reports 
issued quarterly and of a complete 
set of financial statements with com- 
parative figures for the same quarter 
in the preceding year. 


“Recent Developments in Account- 
ing in the U.S.”, The Accountant, 
May 4, refers to the American Insti- 
tute of Accountants’ analysis of the 
reports of 600 American corpora- 
tions. This shows that the trend in 
reporting practices is towards the 
type of statement of financial posi- 
tion which emphasises the working 
capital and stockholder’s equity by 
showing the information in a suitable 
narrative form rather than in the 
traditional balance sheet form. 


Accounting for Inflation 
One of the conclusions reached in 


“Accounting Conventions, Pricing 
Policies and the Trade Cycle”, by J. 
McB. Grant and R. L. Mathews, after 
an examination of the trading results 
of Australian companies over the 
period 1945-6 to 1951-2, is that dur- 
ing inflation accounting and pricing 
on a historical-cost basis cause a shift 
in incomes from companies to con- 
sumers, with a consequent intensi- 
fication of inflationary pressures. The 
article, which appears in Accounting 
Research, April, also indicates that 
the use of the orthodox accounting 
concept of profit for investment and 
distribution policy in a period of 
inflation makes it necessary for com- 
panies to borrow in order to finance 
replacement of stocks and fixed 
assets, and that this is a weakness 
in the national economy which would 
intensify deflation through company 
liquidations in any serious recession. 
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“Recent Developments in Account- 


' ing in the U.S.”, by Sidney Davidson, 


The Accountant, May 4, tells of 
developments in research into 
methods of restating financial state- 
ments in terms of a given quantity 
of purchasing power as measured by 
an index, rather than original units, 
to allow for the effects of inflation. 


Auditing 

Robert M. Trueblood, in the 
Journal of Accountancy, April, con- 
tributes an article on “Auditing and 
Statistical Sampling”, discussing 
briefly the principles involved, the 
stages involved, test-checking criteria 
and the problem of implementation. 
The article is accompanied by a 
bibliography on the topic. 


Depreciation 


Frank S. Capon, “Providing for 
the Obsolescence Risk”, in the 
accounting research section of The 
Canadian Chartered Accountant, 
May, says that “depreciation is a 
question of economic rather than 
physical measurement, because manu- 
facturing plant is usually consumed 
economically (obsolescence) rather 
than physically (wear and tear) in 
the course of producing goods.” 

Because obsolescence risks are 
greater in the early years of new 
plant operation, he favours a system 
of calculating depreciation by means 
of the decreasing-balance method in 
the early years and by the straight- 
line method thereafter as a rational 
way of providing for depreciation 
due to both obsolescence and wear 
and tear. 


Taxation 


In Accounting Research, April, H. 
B. Markus continues his examination 
of local taxation in Western Ger- 
many. The main local tax is one on 
trading income and capital employed. 
This represents a considerable bur- 
den on business undertakings, but the 
political and constitutional difficulties 
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of a federation rather than purely 
economic factors militate against its 
reduction. 

For taxation purposes, capital 
gains have been treated as income 
in the U.S.A. since 1913. The prob- 
lems and difficulties arising in con- 
nection with this capital-gains tax 
are discussed by A. R. Ilersic in “The 
Taxation of Capital Gains in the 
United States”, which appears in the 
April issue of Accounting Research. 
The difficulty of finding a satisfactory 
formula for achieving equity and at 
the same time providing incentive 
has resulted in “compromise and 
change without satisfactory solu- 
tion”. 


Government Accounting 


During 1956, the Auditor of Public 
Accounts of the State of Illinois, 
U.S.A., resigned, some six months 
before the end of his term, having 
spent, it is alleged, by fraudulent 
methods and for personal ends, nearly 
a million dollars of the State’s funds 
in the three and a half years since 
he had been elected by the people of 
Illinois to office. In the Journal of 
Accountancy, April, Dr. Lloyd 
Morey, who was appointed by the 
Governor of the State to serve out 
the unexpired term, contributes an 
article, “Fiscal Reorganization of the 
Illinois Government”, in which he 
indicates the weaknesses which made 
the frauds possible, and gives a sum- 
mary of the recommendations for 
improvement contained in the report 
of a commission appointed to make 
a complete investigation. 


Electronic Data Processing 


In an article on “Costing and Com- 
puters”, R. G. H. Nelson, The 
Accountant, May 11, develops a most 
interesting exposition of the use of 
computers in a system of standard 
costing. He provides many convinc- 
ing arguments to show that standard 
costing can give the most suitable 
kind of cost information for mana- 
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gerial control, and that it suffers no 
disadvantage from having to work 
within the general framework of a 
system using a computer, but in fact 
can show similar speed and economy 
of method to any other form of cost 
accounting. 


P. W. Garner, “Mark Sensing—A 
Practical Means of Data Recording”, 
The Cost Accountant, May, describes 
how the introduction of high-speed 
electronic calculators and computers 
can accentuate the problem of pre- 
paring input data at a speed con- 
sistent with the rate at which it can 
be processed electronically. He sug- 
gests that where the method of input 
relies on the use of punched cards, 
mark sensing offers a practical and 
economical solution to the problem. 


Five articles in the May issue of 
the N.A.C.A. Bulletin deal with the 
use of electronic computers. Three 
of these report on the experiences of 
companies which have acquired a 
computer; M. E. Stirling and T. E. 
Aiken describe the processing of the 
payrolls of two metal manufacturers, 
on the IBM 650 and the UNIVAC 
respectively, while J. W. Schrey des- 
cribes the transfer from punched 
cards to an IBM 650 of the parts 
inventory and the payroll of a TV 
manufacturer. 


Under the heading “The Elec- 
tronic Computer—Threat and Oppor- 
tunity”, F. S. Howell argues that 
many of the conventional accounting 
and reporting methods are merely 
compromises made necessary in the 
past by the delay and cost of obtain- 
ing complete and accurate informa- 
tion. With the advent of the electronic 
computer, however, these obstacles 
are removed, and accountants will 
have to think deeply about the funda- 
mentals of management reporting if 
they are not to “find themselves in 4 
position where their services are no 
longer of much value to manage- 
ment”. 

B. E. Wynne’s paper on “The 
Necessity of Electronic Thinking’ 
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falls into three parts. First, he illus- 
trates what he means by electronic 
thinking, with a brief introduction 
to the mathematical theory of com- 
munication. He then points to the 
need for a fundamental review of 
accounting routines and of manage- 
ment reports. Finally, he deals with 
the personnel and pianning problems 
associated with computer installa- 
tion. 


Planning and Forecasting 


In an article entitled “Statistical 
Techniques for Financial Planning 
and Forecasting’, in the May issue 
of The Controller, Dr. Andrew Vaz- 
sonyi presents a statistical method of 
analysis of accounting data to assist 
managerial planning. He uses a 
statistical regression analysis to iso- 
late the various elements entering 
into business forecasts. 

Under the general heading “As- 
pects of Planning”, the N.A.C.A. Bul- 
letin, May, presents a series of seven 
articles on planning and forecasting. 


H. J. Engler, “The Accountant’s 
Business with Business Forecasting”’, 
suggests that the accountant should 
learn enough about economics to do 
some intelligent forecasting himself. 


J. C. Freeman, “Planning the 
Future of a Successful Product”, 
describes the procedures used by his 
company to ensure that only profit- 
able products are added to the manu- 
facturing range. 


G. W. Chane, “Closer Planning 
Through Forecasting Techniques”, 
suggests that conventional sales fore- 
casting by the sales staff should be 
complemented by mathematical fore- 
casting based on the techniques of 
operations research. He also illus- 
trates the use of a statistical control 
chart on sales to determine whether 
the production budget needs to be 
altered. 

E. W. Gaynor shows how to calcu- 
late and test the significance of cor- 
relation co-efficients. He suggests 
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that such significance tests may prove 
useful in selecting the best basis for 
forecasting and controlling an ex- 
pense item. 


L. C. Speers deals with the appli- 
cation of forward planning to 
accounting procedures and equip- 
ment, forms and reports. 


D. F. Quinn shows how an aircraft 
manufacturer was able to relate the 
cost of his cost-analysis department 
to a measure of manufacturing 
activity. 

K. Listebarger, “Using an Index to 
Anticipate Impact of Cost Changes”, 
shows how the effect of any price 
change on overall costs can be 
accurately forecast if total produc- 
tion has been broken down in advance 
into material, labour, and miscel- 
laneous costs, and material cost 
broken down further according to 
class of material and major suppliers. 


Internal Control 


In “The Broader Concept of Inter- 
nal Control”, an article appearing in 
the May issue of the Journal of Ac- 
countancy, Paul Grady, replying to 
earlier critical articles on the audi- 
tor’s function in relation to internal 
control, makes a case for the adoption 
of a broad, rather than a narrow, 
definition of internal control and 
suggests that the external auditor, in 
adhering to generally accepted audit- 
ing standards, is necessarily con- 
cerned with aspects of internal con- 
trol which extend beyond those re- 
lated strictly to the accounting 
records themselves. 


The scope of internal control and 
the auditor’s responsibility in rela- 
tion to it are discussed in “Internal 
Control and Legal Responsibility”, 
by Saul Levy in the Journal of Ac- 
countancy for February. The writer 
is of the opinion that the auditor’s 
responsibility should be limited to a 
study of those controls that are 
directly related to the accounting 
records. 
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RECENT LEGAL DECISIONS 


Powers of Bankruptcy Registrar 


In The Queen v. Davidson (1954) 
A.L.R. 890, the High Court of Aus- 
tralia held that when a registrar in 
bankruptcy makes a_ sequestration 
order on a debtor’s own petition, he 
is exercising a judieial function; by 
our Constitution a judicial function 
can only be validly entrusted to a 
court constituted in the manner pro- 
vided in chapter III of the Constitu- 
tion; the registrar is not a court so 
constituted, and, therefore, he has no 
power to make a sequestration order. 
(This led to an amendment to the 
Bankruptcy Act). 

James ‘v. Commissioner of Taxa- 
tion (1957) A.L.R. 567 places a 
further limit on the power of a regi- 
strar in bankruptcy. 


In that case, the Deputy Commis- 
sioner of Taxation had recovered 
judgment against a debtor. The 
balance of the judgment (some 
£13,000) being unsatisfied, a bank- 
ruptcy notice was issued on January 
18, 1956. It was served on the debtor 
on April 7 of that year, but as such 
a notice should be served within one 
month of its issue, the service was 
clearly out of time. In an attempt to 
cure this irregularity, application 
was made to have the time for the 
service of the notice extended, and 
there was endorsed on the notice 
what purported to be an order of 
“the court” under sec. 27 (2) (c) of 
the Act and rule 148 of the Rules, 
extending the time for service to 
April 23, 1956. This extension was 
granted by the registrar. 


In due course a_ sequestration 
order was made against the debtor, 
the petition being based upon his 
failure to comply with the bank- 
ruptcy notice mentioned. Against 
this order, the debtor appealed to the 


414 


Discussed by L. C. VOUMARD, B.A., LL.B. 


High Court, on the ground that the 
order for the extension of the time 
for the service of the bankruptcy 
notice was invalid; that the notice, 
therefore, had been served out of 
time, and that failure to comply with 
it was not, accordingly, an act of 
bankruptcy. 


The claim that the extension order 
was invalid proceeded on the basis 
that the Act provides that “‘the court” 
may extend the time for service, and 
the relevant rule refers to “the 
power of the court to extend the 
time”; that by definition “the court” 
means any court having bankruptcy 
jurisdiction or a judge thereof; and 
that the order was made by a regis- 
trar, who was not a court for that 
purpose. 

The High Court upheld this. The 
order for extension of time purported 
to be a judicial order; viewed as such 
it was made without authority, and 
so was void. It was not saved by the 
relatively recent amendment con- 
tained in sec. 12A(3) of the Bank- 
ruptcy Act, as that confers on the 
registrar power only to exercise such 
administrative functions as _ the 
Bankruptcy Court directs or author- 
ises him to exercise—it does not 
refer to judicial functions. 


Insurance, Subrogation and Assign- 
ment 


An English exporting company 
was issued with a policy by the 
Export Credits Guarantee Depart- 
ment of the Board of Trade, pursuant 
to which the Department, in con- 
sideration of a premium, agreed to 
pay to the company up to 90 per 
cent of the amount of any loss which 
the company should sustain as 4 
result of it being unable to recover 
payment for goods exported, where 
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such inability arose as a result of 
the operation of some foreign law 
(Brazilian, in this case) by which a 
buyer in Brazil was prevented from 
transferring any payments, due to the 
exporting company, out of Brazil. On 
payment of this amount, the Depart- 
ment had the right to compel the 
company to transfer to it the com- 
pany’s rights against the buyer. 


Because of Brazilian exchange con- 
trol, a buyer in that country was not 
able to obtain the necessary sterling 
to pay for the goods purchased from 
the company, and the company 
claimed under its policy accordingly, 
undertaking at the same time to 
assign to the Department all its 
rights in the debt and interest in the 
goods forming the subject of the 
claim, and to pay over to the Depart- 
ment any payments which the com- 
pany might be fortunate enough to 
recover from the buyer at any later 
date. On this basis the Department 
met the claim. Subsequently the 
company gave instructions to its 
bank (instructions which the Depart- 
ment confirmed, and the bank accep- 
ted) that if the bank should ever re- 
ceive payment of the bill of exchange 
drawn by the company on the buyer, 
the bank should hand the proceeds 
to the Department. 


Shortly thereafter the company 
went into liquidation. Some two 
years later, the bank received pay- 
ment from the buyer, but the liqui- 
dator of the company claimed that 
he was entitled to receive this amount 
from the bank and to hold it for the 
benefit of the creditors generally, and 
he advised the Department (or 
rather, the Board of Trade) that he 
was not prepared to meet its claim 
to 90 per cent. of the moneys paid to 
the bank under the bill of exchange 
(the 90 per cent. being the extent to 
which the Department had previously 
indemnified the company). 

Wynn-Parry, J., held that the 


Board of Trade was entitled to re- 
celve 90 per cent. of the contract 
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price from the bank for several 
reasons. First, the contract of insur- 
ance was one of indemnity, and as a 
result, the Department, on payment 
of the company’s claim, was subro- 
gated to all the rights of the com- 
pany, so that had the company re- 
ceived the payment it would have 
received it as trustee for the Depart- 
ment. Second, the undertakings 
given by the company at the time of 
its claim constituted a valid equitable 
assignment by the company to the 
Department of the company’s rights 
under the contract of sale. Finally, 
the written instructions given to the 
bank (to pay over to the Department 
the proceeds of any sums received 
from the buyer) constituted an effec- 
tive absolute legal assignment of the 
proceeds of the bill of exchange to 
the Department. (re Miller, Gibb & . 
Co. Ltd. (1957)2 All E.R.266). 


Clause Disregarded 


It is not very often that a Court, 
in seeking to determine the meaning 
of a commercial document, is forced 
to admit defeat and disregard (as 
being nonsense) what commercial 
men have agreed upon. But this did 
happen in Anglo-Saxon Petroleum 
Co. Ltd. v. Adamastos Shipping Co. 
Ltd. (1957) 2 All E.R. 311. 


An oil tanker was chartered under 
a consecutive voyage charter for a 
period of eighteen months. Due to a 
series of misfortunes the charterers 
lost the services of the vessel for 106 
days, with a resulting financial loss 
of £80,000. It was clear that the in- 
competence of the engine-room staff 
was the real cause of all the troubles, 
and the owners were, therefore in 
breach of the charterparty in several 
respects. But the question was 
whether the owners were saved by 
an exempting clause in the charter. 


This was the “Paramount Clause”, 
which had been expressly incorpora- 
ted into the charterparty and an- 
nexed to it in the form of a typed 
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slip reading: “Clause Paramount. 
This bill of lading shall have effect 
subject to the provisions of the 
Carriage of Goods by Sea Act of the 
United States . . . which shall be 
deemed to be incorporated herein, 
and nothing herein contained shall 
be deemed a surrender by the carrier 
of any of its rights or immunities or 
an increase of any of its responsibili- 
ties or liabilities under said Act. If 
any term of this bill of lading be 
repugnant to said Act to any extent, 
such term shall be void to that extent, 
but no further.” 


Curiously enough, the purpose of 
a Paramount Clause, making the 
Hague Rules applicable (the Hague 
Rules being given the force of law in 
the carriage of goods to or from the 
_ United States by the U.S. Carriage 

of Goods by Sea Act, which is rather 
on a par with our own Sea Carriage 
of Goods Act, 1924), is to prevent 
shipowners by the use of very wide 
exempting clauses in bills of lading 
from availing themselves of all such 
wide exemptions, and to render them 
liable for want of due diligence to 
make the ship seaworthy and so 
forth. Yet here, the shipowners 
sought to avail themselves of such a 
clause to exempt themselves from 
liability, and they did it, not in a bill 
of lading for which it was designed, 
but in a charterparty! 


Now if the clause was to be intel- 
ligible, it was necessary (to quote 
Denning, L. J.) “to put our English 
language to the most uncomfortable 
contortions and distortions.” First, 
the clause began, “This bill of lading 

” For that would have to be sub- 
stituted, “This charterparty .. .” 
That could have been done, but the 
next step was more drastic. The U.S. 
Act mentioned, which was expressly 
made applicable, enacts that it does 
not apply to charterparties, and, 
therefore, it would be necessary to 
strike out provision as insensible. But 
once that had been done, the difficul- 
ties would really become insurmount- 
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able, as it would be necessary to 
decide what other provisions in the 
Act were to be treated as incorpor- 
ated, and quite apart from the fact 
that the members of the Court might 
have disagreed as to what should be 
retained and what rejected, to do so 
would have been to make a new 
contract between the parties—a con- 
tract to which they had never sub- 
scribed. 


Consequently, the Court of Appeal 
was constrained to admit defeat, and 
say that it was impossible to make 
sense of the Paramount Clause in its 
present setting. And since it has been 
repeatedly emphasised that a party 
to a contract cannot escape from his 
liability under it by virtue of an 
exempting clause, unless he does so 
“by words which are perfectly clear, 
effective and precise”, the  ship- 
owners’ claim to exemption failed. 


Petition by Judgment Creditor 


A short question of practice, not 
without interest, was raised in re 
R. W. Sharman, Ltd. (1957) 1 All 
E.R. 737. A judgment creditor for 
about £175 petitioned to have the 
company wound up compulsorily, but 
the petition was opposed, not only by 
the company, but also by a majority 
of its other creditors whose debts 
totalled something over £33,000. In 
those circumstances it was conceded 
that the petition had to be dismissed, 
but the petitioning creditor asked 
that he should not be ordered to pay 
the costs. Wynn-Parry, J., pointed 
out that it was only because of the 
opposition of the majority creditors 
that the petition failed, and that the 
petitioning creditor was deprived of 
what otherwise would have been his 
right as a judgment creditor, namely, 
to have the company wound up. 
Therefore: he declined to make any 
order as to costs, so that the petition- 
ing creditor did not have to pay the 
costs of the company or of the 
majority creditors. 
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THE FUNDS STATEMENT 


F. C. HAYES, A.A.S.A., A.C.A.A. 
Head Teacher of Accountancy, Sydney Technical 


FUNDS statement aims at trac- 
ing the changes that have taken 
place in the financial structure of an 
enterprise during a given period 
(normally a financial year but some- 
times for a greater or lesser period). 


Of course, these changes are 
occurring daily (continually if you 
wish)—at least in the working capi- 
tal structure—but it is found con- 
venient to consider them at a selected 
point of time (comparing the posi- 
tion at this point with that at the 
commencement of the period). 


This article is confined to what 
may be termed the historical funds 
statement. In practice, however, the 
increasing number of enterprises 
using budgeting procedures have 
adopted the projected or budgeted 
funds statement. 


Funds may be defined as the re- 
sources made available (whether by 
proprietors or externs) for carrying 
on a business. The term is not re- 
stricted to cash funds. Regarding 
these resources the statement 
answers the questions “Where got?”, 
and “Where gone?”, or, as usually 
expressed, indicates “funds provided 
by” (source), and “funds applied to” 
(application) . 


To take a simple example— 


X Co. Ltd. issues 10,000 £1 ordin- 
ary shares which become fully sub- 
scribed and paid up in cash. In this 
case funds have been provided by 
shareholders (now proprietors) and 
applied to the current asset, cash 
(working capital). 
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College. 


The position is:— 
X COMPANY LIMITED 


Shareholders’ Funds ; £10,000 
Source of Funds 
Liability to Shareholders 
(increase in liabilities—nil to £10,000) 
Cash . .. £10,000 


Cash 
(increase in assets—nil to £10,000) 


Application 


Let us presume now that arrange- 
ments are made to purchase machin- 
ery for £5,000. 


The change is— 


Source 
Creditors for Machinery . 
(Increase in liabilities) 
Application 
Machinery .... .... . 
(Increase in assets) 


The position is:— 
X COMPANY LIMITED 


Shareholders’ Funds .. £10,000 
Creditor for Machinery .... 5,000 
The creditor is paid £5,000. 
Application: 
Decrease in liabilities 
Machinery 
Cash 


£5,000 
; 10,000 
Source: 
Decrease in asset—Cash. 


We now have:— 


Shareholders’ Funds £10,000 
Machinery . oO 5,000 
(oes 5,000 


To summarise it will be found that 
in every change in assets and liabik- 
ties the following happens :— 

Source (Credits) 
Increase in liabilities 
Decrease in assets 
Application (Debits) 
Increase in assets 
Decrease in liabi‘ities. 





Of course, there may be an in- 
crease in one liability to satisfy a 
decrease in another, e.g., payment to 
creditors may increase the bank over- 
draft. Similarly, one asset may de- 
crease to increase another, e.g., a de- 
crease in cash by cash purchases 
resulting in an increase in stock-in- 
trade. 


It will be noticed that so far X Co. 
Ltd. has had no accretion to pro- 
prietorship (shareholders’ funds). 
Such accretion comes about by funds 
provided from trading profits or non- 
trading income. Such profits or in- 
come form another source of funds. 
(We are here considering accretion 
to proprietorship other than by a 
fresh issue of shares). 


Assume that X Co. Ltd. earns a 
trading profit (before provision for 
taxation) of £2,000, after providing 
ten per cent. for depreciation of 
machinery. 


The books now show :— 


Shareholders’ Funds .... .... .... .... 
P & L Appropriation 


£10,000 
2,000 


£12,000 


£5,000 
500 


£4,500 
7,500 


£12,000 


Machinery .... . 
less Provision for Depreciation 


Cash 


(Presuming all sales and purchases or 
other expenses are for cash). 


It will be noticed that although 
profits were only £2,000, cash has in- 
creased by £2,500. It should also be 
remembered that previously £5,000 
was applied to the asset, machinery. 
The apparent discrepancy of £500 is 
brought about by the non-cash item, 
depreciation, £500, which under the 
matching concept is charged against 
revenue. In preparing a funds state- 
ment, the secondary object of depre- 
ciation, viz., the retention of funds 
for replacement (we are not con- 
cerned here with the adequacy or 
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otherwise of the amount returned) is 
kept in mind, and the £500 is re- 
garded as a source of funds. 


At this point we have — 
X COMPANY LIMITED 


Funds Statement 
For period ended 
Funds were provided by 
Issue of 10,000 Ordinary Shares 
Trading Profit (before Taxa- 
tion) 
Amount retained for Deprecia- 
tion of Machinery ... 


Total Funds provided .. 


These Funds were applied to— 
Purchase of Machinery .. 
Working Capital (Cash) .... 


Total Funds applied 


5,000 
7,500 


212,500 


Where during the period under re- 
view there has been both a source and 
application of funds in connection 
with a particular item each should be 
shown in the funds statement, e.g., 
some machinery may have been sold 
(shown as a source of funds) and 
other machinery purchased (shown 
separately as an application of 
funds). 


Changes in working capital items, 
i.e., current assets and current lia- 
bilities, are usually covered by a net 
figure in the funds statement. A de- 
crease in working capital is a source 
of funds (since there has been a net 
increase in current liabilities over 
current assets) whereas an increase 
in working capital is an application 
of funds (a net increase in current 
assets over current liabilities). The 
changes in the individual items com- 
prising working capital are some- 
times indicated in a separate state- 
ment accompanying the funds state- 
ment. 


There are cases where entries are 
made in the accounts but obviously 
neither an application nor a source of 
funds has taken place. 
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EDGE. > PYAR, 
CALCULATING MACHINE 


I have a machine that gets me home on time—every night. At 
such low cost, too. Even if you use an Original-Odhner Calculator 
for only ten minutes a day, it pays for itself in twelve months. 
The handiest, sturdiest of all hand-operated calculating machines, 
it has been completely re-styled, streamlined, improved to give 
even smoother and easier operation. 


ORIGINAL-ODHNER 
— THE MACHINE 
TO COUNT ON 


STOTT & UNDERWOOD LTD. 


Off 252 George Street, Sydney—BU | 182 


STOTT & UNDERWOOD LTD. SEPT. 1955 
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Machine. 
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Examples are— 


(a) A transfer from P & L appro- 
priation to a reserve, This 
usually indicates an intention 
to retain profits in the busi- 
ness rather than to apply them 
to dividends. 

Amount written off goodwill 
(normally a debit to P & L 
appropriation and a credit to 
goodwill). 

The creation of an assets re- 
valuation reserve after a bona 
fide revaluation, e.g., of free- 
hold. 


Capitalisation of portion of 
surpluses by the issue of bonus 
shares. 


In some of these cases there may 
be a change in the nature ‘of funds 
used, e.g., in (d) above, from a re- 
venue to a capital nature, but strictly 
speaking there has been neither 
source nor application. 


The procedure with such cases is 
merely to make a reversing entry 
when preparing the work sheet to 
arrive at the funds statement. If 
desired, a footnote may be included 
in the funds statement, e.g., 


Freehold revalued to £ 


Assets Revaluation Reserve £ 
raised in accounts. 


It is not possible in an article of 
this length to exhaust all possible 
means of providing funds and their 
subsequent application but it is felt 
sufficient has been said to indicate 
the process which is continually 
going on. 


We will now consider the following 
example, assuming X Co. Ltd. has 
completed two years’ trading. 


_ The figures given are for illustra- 
tive purposes only, are not intended 
necessarily to have any relation to 
reality. 


The student is recommended to 
collect annual reports of various 
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enterprises and to apply the funds 
statement technique as a matter of 
interest. He may not be able to apply 
it completely due to lack of informa- 
tion that can be got only from the 
accounts but there will be sufficient 
as a study exercise. In some of the 
better type reports now being pub- 
lished the trend is towards inclusion 
of a funds statement. 


Example: 
X COMPANY LIMITED 


Comparative Balance Sheets 
Year ended 
June 30 1956 1957 
£ £ 


12,000 
1,700 
2,000 


1,500 
1,200 
1,100 


12,000 19,500 
1956 1957 
4,500 5,000 

1,000 

7,500 7,000 
3,700 
2,800 


19,500 


Issued Capital (in £1 
shares fully paid 

P & L Appropriation 

General Reserve .. . 

Provisions for Taxa- 
tion . ‘i. 600 

Proposed Dividends .. 

Trade Creditors 


10,000 
1,400 


Machinery (less De- 
preciation) .... . 

Office Furniture . 

Cash in Bank ... 

Stock in Trade 

Trade Debtors 


12,000 


Additional Information 


(a) Provision for taxation was 6/- 
in the &. 


(b) Net profit (before taxation) 
for the year ended June 30, 
1957, was arrived at after 
charging as a_ non-trading 
item, a loss of £100 on sale (on 
July 1, 1956) of a part of the 
original machinery, cost 
£1,000. 

(c) For each year depreciation of 
ten per cent. on the straight- 
line method was provided for 
all machinery irrespective of 
the date of purchase. 


Prepare a funds statement for the 
year ended June 30, 1957. 
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Solution 
WORK SHEET 


Changes in Working 
1957 Capital 

£ | Increase Decrease 

Dr. Cr. 
Issued Capital .... . 12,000 
P & L Appropriatio 1,700 
General Reserve .. ... 2,000 
Provision for 

TOmOOR .... «:. 1,500 
Proposed Dividends 1,200 
Trade Creditors 1,100 


12,000 19,500 


Machinery 

(less Depreciation) 4,500 5,000 
Office Furniture .. .. 1,000 
Cash in Bank .... . 7,500 7,000 
Stock in Trade . 3,700 
Trade Debtors 2,800 


12,000 19,500 


Increase in 
Working Capital 2,800 


6,500! 4,300 

















ALTERNATIVE WORK SHEET 


Working ‘ ; 
Capital Funds 
In- | _De- Ap-| Pro- 

1956 | 1957 Dr. Cr. Dr. Cr. crease|crease| plied| vided 
Issued Capital _ £10,000]£12,000 72000 ried 
P & L Appropria- 
tion 1,400} 1,700 300] (1)3,500} (5)1,200 
(6) 2,000 


Changes Adjustments 








General Reserve 2,000 (6) 2,000 
Provision for 
Taxation 600 ,500 
Propd. Dividends 200 
Trade Creditors 100 
12,000 9,500 
Machinery (less 4.500] 5,000 500 (2) 
depreciation) (3) 
(4) 


Office Furniture ,000 1000 1000 
Cash in Bank 7,500 000 50¢ 
Stock in Trade 3,700 3700 3700 
Trade Debtors 2.800 2800 2800 


12,000} 19,500 8000 SOK 

Net Profit (after 
Tax) (1) 3500 3500 
Depreciation of 
Machinery (2) 600 600 
Sale of Machinery (3) 800 800 
Loss on Sale of 
Machinery (4) 100 100 
Provision for . 
Dividends (5) 1200 1200 
Increase in 
Working Capital 2800 2800 
8200 8200 6500 6500 7000 7000 


2000 















































NOTES (a) The adjustments have been numbered merely for the students’ guidance 


(b) In the Funds Statement Net Profit (after tax) £3500, Loss on Sale of Machinery 
£100, and Provision for Tax £1500 are combined to give Net Trading Profit 
(before tax) £5100. 
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In examination problems it is nor- 
mally necessary to reconstruct the 
following accounts:— 

(a) P & L appropriation, 

(b) Fixed assets, and 

(c) Provision for depreciation of 

fixed assets. 


(a) Provision for Taxation —= 6/- 
in £ = £1,500 

.:. Net Profit (before Taxa- 
tion) = 20 + 6 x £1,500 — 
£5,000 

Non-Trading Loss = £100 

.’. Net Trading Profit — £5,100 





P & L Appropriation 
for Year ended June 30, 1957 


30 Provision for 
proposed Dividends .... 
General Reserve 
Balance c/d 


£1,200 
2,000 
1,700 


£4,900 


1956 

July 1 Balance b/d 

1957 

June 30 Net Profit 
(after tax) 


Machinery 


£5,000 


1 Balance b/d 
7 


Additions 2,000 


£7,000 


1957 


June 30 Balance b/d 6,000 


1,700 
£800 


100 
100 


1957 
June 30 Balance b/d 
1956 


July 1 Cash .... .... .... 
Provision for 
Depreciation 
Loss on Sale . 
1957 
June 30 Balance c/d 6,000 


£7,000 


Provision for Depreciation of Machinery 


1956 

July 1 Machinery 
(d/pn w/back) 

1957 


June 30 Balance c/d 


£100 


1,000 
£1,100 


1956 

July 1 Balance b/d 
1957 

June 30 P&L 


£500 
600 


£1,100 
1957 


June 30 Balance b/d 1,000 





X COMPANY LIMITED 
FUNDS STATEMENT 
for year ended 30th June 1957 


Funds were provided by 
Net Trading Profit (before tax) 
Amount retained for deprecia- 
tion of Machinery 
Issue of Shares 
Sale of Machinery 


Total Funds Provided 


£5,100 
600 
2,000 
800 


£8,500 
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These funds were applied to 
Additions to Machinery 
Provision for Dividends 
Provision for Taxation 
Increase in Working Capital 
Office Furniture 


Total Funds Applied 





“JARN" 


CALL ME 


T THE time of writing this note 

I have been in the United States 
just five weeks. This is the proper 
time to write on the ways of the 
natives of a strange country. Im- 
pressions are sharp and the brain is 
not clouded by doubts and details. 
To a writer, a little ignorance is a 
blessed thing. An instance of the 
sharpness of initial impressions is to 
be found on first meeting a child; at 
that meeting likenesses to either 
parent are clear and bold, but at 
subsequent meetings the child’s own 
personality emerges and the initial 
likenesses become blurred and often 
disappear. 

The thoughts on initial impressions 
inspire me to begin with the children. 
My host’s daughter, son-in-law and 
their two children, David (13) and 
Susan (11) visited this lakeside 
paradise soon after our arrival. 
David and Susan are of the same 
age as my two grand-children so we 
got off to a good start. Happily, I 
am fond of children, but, what is a 
miracle, many of them like me. 


After spending much time to- 
gether, I said to Susan: “You don’t 
want to waste so much time with an 
old geezer of 80”. The fishing expe- 
dition was successful as she replied: 
“T like being with you, Uncle Jarn, 
you’re cute”. Later, she rebuked me 
gently for telling lies when she found 
out that my real age was 65. Susan 
is a warm-hearted, generous child, 
who spends most of her dollar a week 
allowance on others. “Give and for- 
get” is her motto. 

David, too, is a warm-hearted 
fellow. He will also give heartily, 
but he has a well-developed acquisi- 
tive instinct. For example, he saved 
25 dollars to acquire a second-hand 
motor lawn-mower, and he mows the 
neighbours’ lawns at a low rate. 
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Many boys will save 25 dollars to 
acquire something to give them 
pleasure; few will do so to acquire 
an instrument of hard work. David 
is extremely fond of fishing and 
brought his tackle with him. His 
hooks, lures, etc. were contained in 
a cardboard box. He inspected the 
containers at the local sports store 
and fell in love with one made of 
plastic with many compartments to 
house his multifarious fishing gear. 
But there was a rub; the container 
cost five and a half dollars, and he 
had only two and a half dollars. On 
several occasions, he passionately 
discussed this container with me, and 
later suggested that he and I go to 
the store and just look at it. We did 
that, but the passion was so con- 
tagious that I gave him the three 
dollars to enable him to buy it. Then 
we went to the drug store where, as 
I was buying some medicine, David 
inspected some baseballs. In front of 
the old chemist, he extolled the 
virtues of a particular brand of 
ball with passion, and recommended 
me to buy one to send to my David. 


About two weeks later, on our 
return from Canada, I again visited 
the same drug store. The old chemist 
said to me: “Is the boy still with 
you.” “No”, I replied, “he has gone 
back to his home in Connecticut”. 
“Well”, said the chemist, “I have 
been troubled about him. He yearned 
so much for that baseball that I feel 
ashamed I did not give it to him 
there and then. It has been on my 
mind ever since, and I should be 
glad if you would take it and send 
it to the boy”. As he gave it to me, 
his aged cheeks flushed with a rare 
beauty—that beauty which can be 
applied only with the wing tips of an 
angel. 


My wife has a first cousin, Ruth, 
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who has lived all her life in the region 
of Lake Chautauqua. The two cousins 
have never met before. Their 
mothers were sisters who were both 
born in this country, but my mother- 
in-law lived all her adult life in 
England. Ruth is charming in every 
way; beauty dwells with kindness; 
her voice is soft and low and is the 
most American I have so far heard. 
She never says “Yes”; her affirma- 
tive is like a sigh—‘“‘Ah! Ha!” I 
look at these two delightful ladies 
fondly talking together, one in pure 
English English, the other in pure 
American English, and think to my- 
self: “It’s like as if I married a 
Samoan girl and I have taken her 
back to her native land where her 
folk speak another tongue”. I, with 
my raucous Australian voice, feel 
slightly out of it. Last Sunday week, 
a famous Australian minister, the 
Rev. Alan Walker came to Lake 
Chautauqua to preach. My sister-in- 
law wondered what his voice would 
be like. I said: “Just common Aus- 
tralian like mine”. However, she was 
deeply moved by the sermon, and al- 
though she has since said nothing 


specific about our voices, she has 
made it clear that even in Australia 
voices differ. 

Soon after our arrival at Lake- 
wood, on the shores of Lake Chautau- 
qua, our host and hostess (who is 
my wife’s sister) gave a cocktail 
party in our honour. Since then it 
has been a succession of balls, pic- 
nics and parties, with the result that 
on occasion I have had to resort to 
sleeping pills. After a party, the 
silence of the lake disturbs me. With 
many folk here, one is on a Christian 
name basis before the first evening 
is over. It is particularly delightful 
to an old bookkeeper to be addressed 
by a lovely lady as “Jarn dear”. We 
aged declare: “There’s no harm 
looking”’, and there’s no harm listen- 
ing either. 

There are many aspects of life in 
America that are of great interest 
to Australians; some of these I shall 
try to discuss in subsequent notes. 
It is sufficient to close this note by 
saying that we have come to a kind, 
warm-hearted and hospitable land. 
If the corn be alien, albeit it is sweet, 
we do not stand in tears in its midst. 
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TREATISE AWARD 


Members of the Society are reminded that to be eligible for the 
first gold medal and citation under the terms of the Society’s treatise 


award, 


unpublished works should be submitted not later than 


September 30, 1957 to the General Registrar, (Mr. C. W. Andersen), 


37 Queen Street, Melbourne. 


Those interested in the full conditions 
governing the Treatise Award should refer 
to the April, 1957, issue of The Australian 
Accountant. Paragraph 2 of the conditions 
reads: 

Eligibility. The award will be open to 
all members of the Australian Society of 
Accountants. To be eligible for the award 
treatises should be: 

(a) in the case of published works, the 
first edition of any work whose first 
publication has been in Australia; 

(b) in the case of unpublished works, 
the works of author(s) which have 
not been submitted for publication 
outside Australia. 


Paragraph 9 reads: 


The first award will be made in respect 
of the five years ended September 30, 
1957, i.e., in the case of published material 
for works published during this period. 


The object of the award is to encourage 
members of the Society to undertake re- 
search on accountancy problems which 
will have beneficial results for the ac- 
countancy profession, both in Australia 
and elsewhere. It is hoped that the award 
will encourage the publication of valuable 
material of Australian origin and also 
publicise the work of the Society. 
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DECIMAL COINAGE FOR AUSTRALIA 
PRO AND CON 


The Editor, 


Sir, 

As a member of the Australian 
Society of Accountants who special- 
ises professionally as a consultant in 
the installation of more efficient office 
systems, I possibly realise more 
acutely than most the extreme cleri- 
cal disadvantages of the current Aus- 
tralian currency. So far as I can 
ascertain, the only real reasons why 
a decimal system was not introduced 
years ago are tradition and inertia— 
both powerful factors in any society, 
but neither insurmountable. 


To reap the maximum benefits 
from the introduction of a decimal 
system, a plan must be devised which 
will meet the following specifications: 


1. The actual change-over of notes 
and coins must be easy for 
banks and commercial houses 
and, if possible, economical for 
the government; 


. The transposition of values 
from the old system to the new 
should be simple enough so as 
not to confuse unduly the 
general public which has been 
conditioned over the years to 
think in terms of our present 
money; and 

. The mathematics required to 
convert the millions of bank 
balances, book debts and ledger 
accounts from sterling to deci- 
mal should be simple enough to 
be carried out by the average 
clerk without excessive mental 
effort. 


With these things in mind, I sub- 
mit the following plan for considera- 
tion: 

The basic unit of money would be 
the equivalent in value of the current 
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10/-. Whether this unit is called a 
dollar, austral, emu, wattle, or fadden 
is quite immaterial; but I shall call 
it a dollar ($) for the sake of con- 
venience. 


Notes would be printed initially 
in denominations of $1 (10/-), $2 
(£1), $10, (£5), and $20 (£10). They 
would be printed in the same colours 
and would be of the same size as 
the current notes of like values; and, 
although the dollar values would be 
highlighted in the printing, the first 
issues (but not subsequent ones) 
would show converted pound and 
shilling values in small print. Cur- 
rent notes would be replaced by banks 
as quickly as possible; but, for a full 
year, current notes would continue 
to be legal tender at the rate of 10/- 
to the dollar. 


Shillings and florins would con- 
tinue to be circulated indefinitely at 
their present values, but for the 
purposes of accounting they should 
be treated as $.10 and $.20 respec- 
tively. For those who may think that 
this is an innovation, it can be stated 
that the official name for the Ameri- 
can ten cent piece is “one dime”. 
There is no reason why an Australian 
ten cent piece should not be “one 
shilling”. 

Sixpences would continue to be 
circulated with the actual value of 
one-half shilling and an accounting 
value of $.05, but, because of the 
contradictory nature of the first 
syllable of the word “sixpence”, they 
should be replaced as quickly as 
possible, on a one-for-one basis, with 
coins of a similar size marked “five 
cents”. 

Threepences, pennies and_half- 


pennies would be demonetized as 
legal tender on the official date of 
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the change-over. However they would 
be acceptable by banks, for an indefi- 
nite period, in multiples of sixpence 
for exchange for other coins in multi- 
ples of five cents. New coins of 
approximately the same size and 
colour of English farthings or 
American cents would be issued with 
a value of $.01. 

This plan, I believe, would come 
near solving the three major prob- 
lems of the change-over period. The 
change-over of coins and notes would 
be easy because shillings and florins 
would not be changed at all; notes 
and sixpences would be exchanged 
on a one-for-one basis and would 
remain legal tender for one year in 
their present form; and threepences, 
pennies and half-pennies would be- 
come extinct immediately for pur- 
poses of trade and would be a minor 
problem only to bank tellers. 

The change-over would be econ- 
omical to the Commonwealth Govern- 
ment because the monetary tokens of 
the highest raw material value 
(shillings and florins) would not have 
to be replaced by new coins; notes 
would not have to be replaced a great 
deal faster than they are replaced at 
the moment due to wear and tear; 
and the salvage value of the metal 
in the old-style, heavy pennies and 
half-pennies would offset to some 
extent the cost of minting the new- 
style, smaller cents. 

The interchangeability of all notes 
and of coins worth sixpence or more 
and, particularly, the retention of 
the shilling as a legal (but not 
accounting) unit would cause the 
least possible confusion on the part 
of the general public. Barring more 
inflation, three florins (for instance) 
would still buy six shillings’ worth of 
merchandise; and, even if account- 
ants were required to account for the 
sale as $.60, the goods could be adver- 
tised or marked “$.60 (6/-)” until 
John Q. Public became as familiar 
with the former term as the latter. 

Since it is doubtful whether it 
would be either practicable or desir- 
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able to quote both dollar and pound 
prices (the pound being an extinct 
unit unlike the shilling), prices for 
articles worth more than an amount 
now quoted in shillings only would 
have to be converted. However, 
single purchases of more than five 
pounds are relatively infrequent as 
compared with those for less, and 
they are certainly important enough 
to call for that little added effort in 
dividing the number of dollars by 
two, mentally, in order to arrive at 
a value in old-style pounds. 


Some confusion would be caused 
with cents which would be worth 
slightly more than the present penny, 
but the worst that could happen 
would be to have someone confuse 
$.39 for 3/9 instead of 3/11 which 
would be no financial catastrophe to 
anybody. 


So far as the conversion of 
accounts is concerned, the formula 
would be simple. Multiply the figure 
in the pounds column by two and add 
one if there are more than ten shil- 
lings in the shillings column, bring 
down the right-hand digit in the 
shillings column as the left-hand 
digit, and enter as the right-hand 
digit the number of pence converted 
to cents from a simple conversion 
table which could be memorised in a 
few minutes. The pence column 
would thenceforth be unused in 
stationery on hand and would be 
eliminated entirely when existing 
stocks run out. 


The U.K. pound would be worth 
exactly $2.50 Australian or con- 
versely the Australian dollar would 
be worth 8/- English thus making 
conversions relatively simple. 


The Australian dollar would be 
worth approximately $1.11 American 
which would make approximate 
mental conversions easy. 


The dollar unit could stand con- 
siderable inflation before the cent 
would become extinct like the French 
centime or the Italian centesimo. 





The threepence, which is an ex- 
tremely inconveniently sized coin, 
would be eliminated. 

A great weight, literally, would be 
taken from the shoulders of tram 
conductors, newsboys and other per- 
sons who deal extensively in copper 
coins. 

Regarding the conversion of coins 
worth less than sixpence into cents, 
it must be admitted that it would be 
possible for a person to be “stuck” 
with 54d. on conversion day. This 
53d. would, of course, be valueless 
as legal tender and not convertible at 
any bank for the new currency until 
another half-penny was acquired. 
However, many small shops would 
probably continue to accept three- 
pences and copper for conversion to 
cents in multiples of sixpence even 
though not required to do so by law; 
and, at the worst, some few people 
might be “robbed” of 54d. 

Insofar as book debts are con- 
cerned, the following table shows 
how pence would be converted, shil- 
oy of course, being valued at $.10 
each. 


Book 
Pence Dollar Conversion Actual Value 


1 d 1.2d 


9 


9 W~ID wm co G00 
ae £22F 


“BE 


According to this table, it would 
be possible for any creditor to make 
as much as .6d. or lose as much as .4d. 
on each account; and it would be pos- 
sible for each debtor to make as 
much as .4d. or lose as much as .6d. 
In cases of the relatively few ac- 
counts owed by the average indi- 
vidual at any one time, the gain or 
loss would be negligible. In cases of 
businesses with many accounts, the 
tendency would be to average out 
with a gain of .ld. per account on 
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the debtors’ ledger and an equivalent 
loss for each account on the credi- 
tors’ ledger. Since a business would 
have to have 2,400 more creditors 
than debtors to lose a pound in the 
transaction, it does not appear that 
any ordinary business would suffer 
financially to any appreciable extent. 
The one possible exception would be 
banks, particularly savings banks, 
which might have to be subsidised 
by the government to the extent of 
-ld. per savings account and .1d. for 
each trading account in credit in 
excess of the number of overdrafts 
on the books. 

I would like to comment on two 
suggestions which have been put for- 
word in The Australian Accountant. 

The first of these is the suggestion 
that the pound be retained at its 
present value and _ divided into 
thousandths. Such a system would 
seem to have two major disadvan- 
tages: 

Although the smallest coin would 
probably be the half-cent or five mill 
piece (£.005), a third decimal column 
would have to be carried, and added, 
on all financial accounting forms. It 
does not seem consistent to have a 
single column reserved for 5’s and 0’s 
when all others list all digits. 

Such a system would necessitate 
either an entirely new coinage which 
would be expensive and somewhat 
confusing or paper fractional cur- 
rency, which is somewhat unortho- 
dox, and the elimination of sixpences 
as well as smaller coins. 

The other proposed system is to 
turn a penny into a cent and make 
the new dollar worth 8/4. This 
would, of course, require entirely 
different coins and notes, except per- 
haps for pennies, and would require 
many mental gymnastics for each 
transaction performed during the 
conversion period. Admittedly, no- 
body would lose a penny in cash, but 
the clerical cost of the conversion 
would be enormous. 


ROBERT M. RENICK, A.A.S.A, 
Newtown, Geelong, Victoria. 
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BOOK REVIEWS 


Holding Companies in Australia and 
New Zealand (3rd Edition) G. E. 
Fitzgerald and A. E. Speck. 
Butterworth & Co. (Aust.) Ltd., 
pp. 168, Price 32/6. 


The third edition of this well- 
known work has been increased con- 
siderably in content compared with 
the second edition published in 1950. 


The first chapter, dealing with the 
origin and growth of holding com- 
panies, has been rewritten with the 
addition of sections dealing with the 
organisation, control, advantages and 
disadvantages of holding companies. 
This kind of theoretical introduction 
is all to the good, not only for prac- 
titioners but also for students who 
need to appreciate the “why” as well 
as the “how” of consolidated state- 
ments. 

It is pleasing to see, under the 


heading “Unrealised Profit in Stock 
on Hand” a reference made to the 


problem of the elimination of such 
profit. Although the authors favour 
partial elimination, they have in- 
cluded a brief reference to the view 
that unrealised profits of the sub- 
aid should be completely elimi- 
nated. 


In advocating the theory of partial 
elimination the authors reason that 
inter-company profit is realised from 
the point of view of the minority 
interest at the date of sale to the 
parent company and, therefore, that 
portion of the profit accruing to the 
minority should be retained in the 
consolidated statements. There is an 
assumption here that consolidated 
statements should reflect the minority 
interest at its value in the books of 
the subsidiary. 


_ A strong contrary view, however, 
is that the primary purpose of con- 
solidated statements is the presenta- 
tion of the financial statements of a 
group of limited companies as though 
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these were economically mere organi- 
sational subdivisions of one large 
concern, If this view is accepted, 
then the elimination of inter- 
company mark-ups in assets should 
be complete irrespective of the 
presence or absence of a minority 
interest. This procedure is necessary 
to maintain a valuation basis of cost 
which should not be affected by the 
pattern of share ownership. How- 
ever, the alternative methods have 
been mentioned in the text. 

It is also important to mention that 
some other writers favour complete 
elimination, a view which also is 
given strong support in the practice 
notes issued by a special research 
committee of the New South Wales 
Division of the Australian Society of 
Accountants. 

The authors have used the terms 
“Goodwill on Consolidation” and 
“Premium (or Reserve) on Consoli- 
dation”. Again the same research 
committee expressed a preference for 
the terms “Excess of cost of invest- 
ment in subsidiary over the net 
equity acquired” and “Excess of net 
equity acquired over cost of invest- 
ment in subsidiary” respectively. 

Some interesting references ap- 
pear in the closing chapters to the 
“pyramid” type of holding companies. 
and to “circular” holdings. 

The first of the two new appen- 
dices incorporates the provisions of 
the New Zealand and Australian 
Company Acts with respect to hold- 
ing companies and the second gives 
the 1944 recommendations of the 
Institute of Chartered Accountants 
in England and Wales in the form of 
published accounts of holding com- 
panies. Questions from examination 
papers which were added in the 
second edition have been brought up- 
to-date and some new questions have 
been included. 

In all, this edition presents a com- 


427 





prehensive treatment of the subject 
and is a worthy contribution to Aus- 
tralian accountancy literature. The 
book will be of value, not only to 
company secretaries and accounting 
practitioners, but also to students. 


E. B. SMYTH. 


Cost Reduction—Published by the 
Institute of Cost and Works Ac- 
countants (England). 


That there is a need for cost re- 
duction is now generally accepted. 
That it is becoming a vital need is 
appreciated by relatively few. Even 
fewer however are taking construct- 
ive steps to tackle the problem. 


In outlining the need in Great 
Britain the book quotes a statement 
by the Chancellor of the Exchequer 
in the Economic Survey 1954 as fol- 
lows :— 

‘The return of buyers’ markets 
abroad has two particular implica- 
tions for the home economy: pro- 
ductivity in industry must be in- 
creased and costs and prices must 
be kept down. If in present cir- 
cumstances the prices of our ex- 
ports generally were to be pushed 
up by a rise in internal costs, we 
should be taking a short cut to 
national bankruptcy. Our com- 
petitive power would be disastrous- 
ly weakened, and the consequent 
worsening of the balance of pay- 
ments would destroy for the time 
being any chances of a further 
improvement in the standard of 
living. This is what must happen 
if increases in productivity are 
regularly outstripped by rises in 
wages, salaries and profits. But if 
output per man rises substantially, 
an increase in real wages can be 
achieved at the same time as costs 
are reduced.’ 

Similar conditions exist in Aus- 
tralia. Whilst we may not be depend- 
ent on exports to the same extent as 
Great Britain, nevertheless since the 


428 


war there have been considerable in- 
creases in the basic wage; reductions 
in the hours worked and, of course, 
sharp increases in prices. Cost reduc- 
tion is just as vital to us, and our 
future standard of living might well 
depend on the attention given to this 
problem now. 


Budgetary control and standard 
costing have proved a great aid to 
management in cost control. How- 
ever, as this book points out, there is 
a tendency to accept standards once 
they are fixed and to leave them un- 
challenged. In cost reduction, stand- 
ards must be constantly challenged 
for improvement. 


Cost reduction is a difficult prob- 
lem. How does one approach the 
task? Many have no idea. Others see 
limited avenues in which there could 
be scope. Very few however have the 
“concept of cost reduction as a 
planned and co-ordinated process em- 
bracing all the functions of the busi- 
ness” which is the real approach to 
the problem and the underlying 
theme of this book. 


The publication is the result of 
research conducted by the Institute 
of Cost and Works Accountants in 
England. It stresses the importance 
of an organised approach involving 
all the functions of the business and 
indicates avenues of cost reduction. 


The book is couched in general 
terms. The points made are well- 
known principles or plain common- 
sense and there are no radically new 
thoughts expressed. Nevertheless it 
is a commendable publication. It 
should be of assistance to anyone 
attempting cost reduction in that it 
could be taken as a guide to some of 
the possible avenues under each of 
the above headings. Its most_note- 
worthy feature is the exposition of 
the concept of cost reduction as 4 
planned and co-ordinated process em- 
bracing all the functions of the busi- 
ness and the need for such an ap 
proach. 

H. L. THOMAS. 
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A.S.A. NEWS AND 


SOUTH AUSTRALIA 


Film Evening 

Mr. C. L. Hargrave, president of the 
South Australian Division of the Australian 
Society of Accountants presided at a film 
evening at the Shell theatrette on July 
30, when educational films were shown to 
a large gathering of members. Mr. Har- 
grave took the opportunity to welcome Mr. 
Rk. E. B. Love who was recently appointed 
a member of the South Australian Divi- 
sional Council. 

At the close of the meeting, Mr. J. A. 
Keenan, chairman of the activities com- 
mittee, moved a vote of thanks to the Shell 
Company and General Motors-Holdens 
Limited for making the films available. It 
is regretted that owing to limited accommo- 
dation a large number of members could 
not be allotted seats. 


October Activity 

Members are advised that Mr. L. J. 
Seward, A.A.S.A., a member of the Stock 
Exchange of Adelaide, and formerly 
finance editor of “The Advertiser” will 
deliver a lecture on “The Approach of a 
Sharebroker and Finance Editor to Balance 
Sheets”. Notice of this lecture will be 
issued to members by circular in the usual 
manner. 


News of Members 
Mr. R. K. Sowden, A.A.S.A., Deputy 
Registrar of Companies since 1949, has 
been appointed Registrar of Companies. 
Mr. Sowden will take up his appointment 
in September following the retirement of 
the present Registrar, Mr. A. G. H. Brisk- 


am. 
Mr. H. L. Jolly, F.A.S.A. has been 
appointed secretary to G. & R. Wills (Hold- 
ings) Limited and G. & R. Wills & Co. 
Limited. ; 

Mr. V. A. Prosser, B.Ec., A.A.S.A. has 
been appointed accountant to the above 
companies. 


WESTERN AUSTRALIA 


The recent visit to Western Australia of 
Professor Robert L. Dixon, M.B.A., Ph.D., 
C.P.A., Professor of Accounting, University 
of Michigan, U.S.A., accompanied by Mrs. 
Dixon proved most successful. 

The series of lectures given by Professor 
Dixon was attended by the maximum num- 
ber (40), and proved most instructive. The 
hall was provided by the Commonwealth 
Bank which also arranged afternoon tea 
each day for those attending. 

The Professor was entertained at a dinner 
given by the Divisional Council, whilst the 
wives of councillors entertained Mrs. Dixon. 

A week-end trip was made to Bunbury, 
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NOTES 


where the Professor was welcomed by the 
members of the Bunbury branch and Alder- 
man P. C. Payne, Mayor of Bunbury. 
Members of the A.S.A. have attended two 
Society luncheons in recent weeks when the 
following, subjects were discussed:—“The 
Public Library” by Mr. F. A. Sharr, State 
librarian; and “The Construction of the 
Proposed Narrows” by Mr. T. G. Bingham, 
B.Se.(Eng.), A.M.I.C.E., M.Inst.W., resi- 
dent engineer for G. Maunsell & Partners. 


Personal 

We are happy to record that Mr. R. H. 
Egan, Western Australian State Registrar 
has returned to his duties after undergoing 
an operation at the Hollywood Repatriation 
Hospital. 

Mrs. L. Gore is a new addition to the 
staff at the Society’s W.A. Office replacing 
Miss P. Ismay who has resigned. 

Mr. J. McConnell, A.A.S.A., junior assist- 
ant under-secretary for Public Works is 
the only representative of this state 
amongst 40 business men selected from all 
parts of Australia to attend a course in 
Victoria to improve their administrative 
technique and knowledge in commerce and 
industry. 

Mr. E. A. Barker, of the Water Supply 
Office, Harvey, a candidate for the recent 
examinations is to be congratulated on 
his outstanding results. Mr. Barker ob- 
tained highest marks in Western Australia 
in both Monetary Theory & Practice, and 
Commonwealth Income Tax Law & Prac- 
tice, his 92 per cent. in the latter subject 
also gaining for him highest place in 
Australia. 


VICTORIA 


Library Hours 

Members and candidates are advised 
that the Society’s library is now open 
every Monday night from 5 p.m. to 6.30 
p.m. 


Factory Returns 

Divisional Council endorses the request 
made by the Economic Society of Australia 
and New Zealand asking for the co-opera- 
tion of accountants in preparing the 
Annual Factory Return for this year and 
suggests that the forms be completed and 
lodged as soon as possible and every 
endeavour be made to ensure reliability of 
the figures returned. 

Any member interested in devoting some 
time to participating in a critical survey 
of the present forms is asked to contact 
the State Registrar. 


Monthly Luncheon 
Mr. S. M. Gilmour, secretary of the 
Victorian Employers’ Federation, addressed 
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members on impressions gathered on his 
recent visit to the United States of America. 
The great consciousness of the importance 
of team effort as distinct from individual 
achievement, and the wide spread accept- 
ance of hire purchase in America were 
features of Mr. Gilmour’s address. 
Family Circle 

Mr. V. L. Gole was the speaker at the 
August meeting and presented a compre- 
hensive survey of fund raising methods. 
‘The suitability of various methods to 
differing situations was carefully examined, 
with practical examples from the business 
world. 


Bowls Evening 

Because of its popularity with members 
a bowls evening has become an annual 
event on the syllabus of the Division’s 
social activities. For this event the Brigh- 
ton Bowling Club has once again kindly 
consented to reserve its greens on the 
evening of Thursday, December 5 so that 
representatives of the club may compete 
against members of the Society. Bowlers 
desiring to play on this occasion should 
make a note of this date. 
Personal 

Mr. G. T. Quinn, B.Com., A.A.S.A. 
{prov.), A.C.A.A., advises that he has 
commenced practice as a public accoun- 
tant at 20 Queen Street, Melbourne. 


NEW SOUTH WALES 


Members’ Luncheon 
At the monthly luncheon held on July 

24, the New South Wales Division of the 

Australian Society of Accountants had the 

pleasure of hearing an address by His 

Excellency, the Right Hon. Lord Carring- 

ton, M.C., High Commissioner for the 

United Kingdom in Australia. Lord Car- 

rington spoke of Great Britain’s and Aus- 

tralia’s position in the British Common- 
wealth and on matters of current interest 
in the United Kingdom. It was pleasing 
to hear the term “British Empire” used 
again and to feel that, in this changing 
world, the bonds of Empire loyalty are as 
strong as ever. The vote of thanks to the 
speaker was moved by Mr. C. R. Hicking, 

F.A.S.A. 

The Australian Society of Accountants 
and the Chartered Institute of Secretaries 
(N.S.W. Divisions) held a series of three 
lectures in July on “Company Practice”; 
as follows— 

Lecture 1. “Mechanisation of the Company 
Share Records” by Mr. F. A. Robertson, 
Commonwealth Trading Bank. 

Lecture 2. “Problems Arising in the Rais- 
ing of Company Finance”, by Mr. R. F. 
Arthur, A.A.S.A., C.1LS., Financial 
Editor, “Sun-Herald”. 


A430 


Lecture 3. “Company Formation, Conver- 
sion and General Procedure”, by Mr. 
R. G. Fairlie, F.C.A. (Aust.), F.C.LS. 
Two hundred and twenty members 

registered for the course. Many others 

enquired on the possibility of receiving 
notes on these lectures. Copies are ayvail- 
able on application to the New South 

Wales State Registrar, Australian Society 

of Accountants, 5 Bligh Street, Sydney. 


The Wollongong branch of the Australian 
Society of Accountants held a successful 
meeting on August 13, 54 members and 
students being present. 

A “Legal Quiz Panel” consisting of four 
Wollongong solicitors—Messrs. C. Denley, 
LL.B., K. C. Griffen, J. Kobin, B.A., LL.B, 
and M. H. Parkes, LL.B., discussed 
the legal aspects of employer-employee 
relationships, workers’ compensation, debt 
collections and garnishees. 

The audience participated in the discus- 
sion and the answering of written questions 
submitted to the panel created keen 
interest. 


Personal 

Mr. D. E. Gudgeon, A.A.S.A., has been 
appointed secretary-accountant to United 
Capacitor Co. Pty. Ltd. of 433 Punchbowl 
Road, Enfield, N.S.W. 

Mr. B. H. Cook, A.A.S.A., has been ap- 
pointed manager of J. J. Robinson & Co. 
Pty. Ltd., glass merchants, of Camperdown. 
He was previously secretary of J. C. Good- 
win & Co. Pty. Ltd. 

Mr. I. A. Ramage, A.A.S.A. (prov.), has 
been appointed assistant secretary of the 
Sydney University Union. 

The Rev. C. Denis Ryan, B.A., A.A.S.A., 
A.C.LS., of Artarmon, N.S.W., has been 
appointed the first full-time secretary of 
the Congregational Union of Australia and 
New Zealand. 

Public Accountant’s Registration Board 
of N.S.W. 

The secretary of the Public Accountants’ 
Registration Board of New South Wales 
advises that the election of elected members 
of the Board will take place in November 
next. Nominations, on the prescribed form, 
will close at noon, on October 16, 1957. 
The retiring members are Messrs. H. W. 
Chancellor, F.A.S.A., and O. H. Paton, 
F.A.S.A. (president of the Australian 
Society of Accountants). 


QUEENSLAND 


Cabinet Ministers: 

The State president and members of the 
Queensland Divisional Council of the Aus- 
tralian Society of Accountants have éx- 
tended congratulations to two members of 
the Queensland Division, Messrs. T. A. 
Hiley, F.A.S.A. and A. W. Munro, F.A.S.A. 
on their recent appointment to the Cabinet 
in the new Government elected recently in 
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Queensland. Mr. Hiley has been appointed 
Treasurer and Minister for Housing and 
Mr. Munro, Attorney General. 

Accountants’ and Secretaries’ Educational 

Society: 

On Thursday, September 26 at 7.30 p.m. 
members of the Accountants’ and Secretar- 
jes’ Educational Society are to inspect Allan 
& Stark Ltd.’s new drive-in shopping centre 
at Chermside. The managing director, Mr. 
T. J. Weedman and the general manager, 
Mr. R. Weir, will address members and 
conduct them on a tour of the centre. 
University of Queensland: 

The State president and members of the 
Queensland Division of the Australian 
Society of Accountants Council recently 
had occasion to extend congratulations to 
Mr. A. E. Axon on his election as Chan- 
cellor of the University of Queensland. 

Mr. Axon is a Master of Engineering with 
the Queensland University and a partner 
in the firm A. E. Axon & Associates, con- 
sulting engineers. Mr. Axon is also a 
director of a number of well-known com- 
panies in Queensland, and has a keen 
appreciation of the role played by account- 
ants in commerce and industry and as an 
aid to management. 


Education Committee: 

At the August meeting arranged by the 
education committee of the Queensland 
Division of the Australian Society of 
Accountants the subject—“Control of Over- 
head” was discussed. 

The meeting was designed in the form 
of a symposium comprising three executives 
experienced in finance, production and sales. 

The speakers were Messrs. H. Basker- 
ville, I. A. H. Perry and B. R. Gilfillan. 
The State president, Mr. R. F. Butt, pre- 
sided. 

Following the paper delivered by each 
speaker, a discussion period brought out 
many points from which members derived 
great value in the important points to be 
remembered. A vote of thanks to the 
speakers was proposed by the chairman. 


Toowoomba 

A meeting of members was held on July 
30, at which an address was given by Mr. 
R. G. Wilmoth, B.C.E., M.I.E. (Aust.), city 
engineer, on the subject of “The New Town 
Plan”. A representative gathering attended 
and members gained a comprehensive know- 
ledge of the probable future development 
of the city and the forward planning neces- 
sary to cope with this development. 





Australasian Institute of Cost Accountants 


VICTORIA 


At a well-attended meeting on August 
21 members enjoyed a programme of 
colour films comprising the annual report 
of Ampol Petroleum Pty. Ltd., the Ampol 
golf tournament and the official film of 
the 1956 Olympic Games. The latter film 
was screened by courtesy of the Olympic 
Tyre Co. Pty. Ltd. 

“What may be expected from your 
costing system” was the subject for dis- 
cussion at the meeting of members held 
on August 27. 


WESTERN AUSTRALIA 


On August 7, the Research and Study 
Group of the Cost Institute held the first 
combined lecture since the affiliation with 
the Australian Society of Accountants. This 
was a lecture on “The Relationship of Costs 
and Prices” by Mr. N. Dufty, B.A 

To a capacity audience of over 100 Mr. 

ty explained the difference in technique 
yet similarity in results when using the 
profit graph technique as compared with 
the economists’ marginal analysis method. 

Approximately 80 per cent. of those pre- 
sent were Society members or students. 
They also appreciated a fine opening film 
by courtesy of C.O.R. Ltd. 

Mr. Dufty has been granted an award 
to study at the University of Illinois and 
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a Fulbright grant to cover travelling. He 
will study industrial relations and manage- 
ment for a year at the university’s Institute 
of Labour and Industrial Relations, and 
will examine American apprenticeship 
systems. 


QUEENSLAND 


Lunch Hour Discussion Group 

“Fringe Labour Costs—Their Determina- 
tion and Treatment in the Cost Structure” 
was the subject discussed at a lunch time 
meeting of the Queensland Division of the 
Australasian Institute of Cost Accountants. 

The meeting was held on July 22 at 
McDonald’s Restaurant, Edward Street, 
Brisbane. 

The following aspects were considered 

in their relation to costing— 

Superannuation contributions and long 
service leave. 

Sick leave. 

Annual leave, with payroll tax and work- 
ers’ compensation insurance having 
some similar characteristics. 

Penalties and allowances of various kinds. 

The discussion was led by the State 

president Mr. G. M. E. Offner, F.C.A.A., 
and those present expressed great interest 
and derived much benefit from the proceed- 
ings. 
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PROFESSIONAL NOTICES 


Rate 


CHAIR OF ACCOUNTING, University 
of Melbourne. Applications are invited for 
the position of G. L. WOOD PROFESSOR 
of ACCOUNTING. The salary will be 
£3,000 per annum, Superannuation similar 
to F.S.S.U. in Great Britain will be pro- 
vided. Conditions of appointment may be 
obtained from the Registrar with whom 
applications should be lodged by November 
80, 1957.—F. H. Johnston, Registrar. 


OPPORTUNITY IN W.A. Young accoun- 
tants with initiative and ability are re- 
quired by C. P. Bird & Associates, public 


accountants of Perth. The members of this 
firm virtually conduct their own practice 
in a soundly based co-operative partnership. 
Capital is not required and the successful 
applicant will be given a period of training 
after which he would take charge of one 
of the country branches of the practice. 

This position offers a realistic commenc- 
ing salary with ample opportunities for 
promotion, sound security and an excellent 
superannuation and bonus scheme, long ser- 
vice leave, car allowance with finance 
arranged and good residential accommoda- 
tion. 

Enquiries should be made by letter in 
own handwriting giving details of experi- 
ence and academic background to Box 
R1253, G.P.O., Perth. 


QUALIFIED ACCOUNTANT. We have 
a vacancy for a qualified accountant. 
Duties embrace general accounting activi- 
ties, including auditing and taxation. At- 
tractive commencing salary with excep- 
tional oportunity for experience and ad- 
vancement in extensive practice situated 
in Rockhampton, the principal Central 
Queensland town (pop. 42,000). No Satur- 
day work. Application by letter to Joseph 
Kenna & Co., Chartered Accountants 
(Aust.), Box 201, P.O., Rockhampton. 


PRACTICE FOR SALE. Well established 
public accountancy practice for sale in 
prosperous Darling Downs town. Secure 
premises and well equipped office and 
trained staff available. Gross fees £6,000 
p.a. Price £2,500 on reasonable terms. En- 
quiries to No. 142, C/o Australian Society 
of Accountants, Box 457F, Brisbane. 


ACCOUNTANCY PRACTICE. Oppor- 
tunity for purchase or partnership in well- 
established accountancy practice in large 
town within 100 miles of Melbourne. Ex- 
cellent opportunities for expansion. Re- 
plies, Box No. 459, C/o Australian Society 
= Accountants, 37 Queen Street, Mel- 
ourne. 
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BRANCH MANAGER. Required for 
Chartered Accountants, Latrobe Valley 
office. A sound experience necessary; 
opportunity for partnership after short 
period. House available. Reply stating full 
particulars of age, education and experi- 
ence, to: Mr. L. M. Hogben, P.O. Box 
118K, Melbourne. 


CHARTERED ACCOUNTANT (aiso 
chartered secretary and licensed companies’ 
auditor) with exceptionally wide experience 
in profession and above average ability, 
available professional or commercial 
appointment on return from overseas early 
October. Replies No. 458 C/o Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


MELBOURNE PRACTITIONER with 
auditing, public accounting, and taxation 
experience, has time available to assist 
other accountants. Reply No. 457 C/o 
Australian Society of Accountants, 87 
Queen Street, Melbourne. 





“It should be repeated over and 
over again that the hope for pro- 
gress in the use of accounting in 
management lies in the cultivation 
of a new attitude of mind—on both 
sides.” 
—Sir Alexander Fitzgerald in 
“The Australian Financial Review,” 
August 1, 1957. 


Sir Alexander said in an article on 
management accounting in the “Finan- 
cial Review” that the accountant who 
would fulfil his proper responsibilities 
had to know what management needed 
and what management could use. He 
had to enter into management thinking, 
he had to understand managements 
problems. 

Do YOU do everything possible to enter 
into management thinking? To under- 
stand management's problems? 

If you do not already read the “Finan- 
cial Review”, Australia’s national busi- 
ness weekly, place an order at your 
newsagent now. It costs only 1/6 a week. 
Or write to the “Financial Review , 
Box 506, G.P.O., Sydney, for a years 
mailed subscription for £4/5/-. 
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THE ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS 
Publications by the Technical Research Committee 


MANAGEMENT ACCOUNTING 


A CONCISE APPRAISAL 


This work has been prepared for the guidance of members of the accounting profession and 
for business executives, so as to encourage the wider use of control accounting. The scope, 
objectives and methods are examined in general terms, but in such a manner as to show the 
great possibilities for useful service to Management, now available to the accountant. 

This study is now widely used as a training manual by a variety of commercial and industrial 
organizations. 


Price 2s. net, plus postage—sea mail 4}d., air mail 2/11. 
PUBLISHED BY THE ASSOCIATION AT 22 BEDFORD SQUARE, LONDON, W.C.1 








THE SECRETARY, ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS, 
22 BEDFORD SQUARE, LONDON, W.C.1, ENGLAND. 


Please send me copy (ies) of MANAGEMENT ACCOUNTING: A CONCISE APPRAISAL. 
Price 2/- net, plus postage—Sea mail 44d., air mail 2/11. 
(BLOCK LETTERS PLEASE) 
Address 


Remittance enclosed £ 


MOSTRALIAN ACCOUNTANT, SEPTEMBER, 1957 





J. E. MARTIN, HEAD & CO. 


(E. C. HEAD) 
You idle money can be made to work for you af (Members Stock Exchange of Melbourne) 
ANZ. Bank— and you need have no worries about 


is safety. Any amount will be accepted by your nearest STOCK AND SHARE BROKERS 


branch for lodgment as an 


A.P.A. BUILDING 
INTEREST BEARING TERM DEPOSIT 379 COLLINS STREET. C.1. ist Floor 


83% per ensem fer 36 mesthe Phones — MU 6165 and 6166 
23% per annum for 12 months 


23% per annum for 6 months 
24% per annum for 3 months 








Interest is payable from the day your money is invested 

ad on 12 and 24 months deposits, it may be drawn Agents throughout Commonwealth and New 

tery six months. Interest can be credited to your Zealand. ey in case poe aw: vers. 
' ss: 

Cheque or Savings Account. Call at your local Branch co sarreTour’. “weLe. , 


leday and ask the Manager for full details. Telephone: MU 9171 (3 lines) 


ANZ BANK | Eric R. Jeffery 


Australia and New Zealand Bank Limited — Cheque Accounts Stock Exchange Buildings (Basement) 
‘atnlla and New Zealand Savings Bank Limited — Savings Accounts 422-426 Little Collins Street, Melb., C.1. 
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Why turn your Accountant 
into a Gunman? .. . 


when you can let us carry the weapons! 


When your accountant 
collects your payroll he 
takes risks for you that 
you have no moral right 
to ask him. Carrying a 
gun is no job for an 
accountant. And have 
you ever asked his 
wife how she _ feels 
about it? 








No payroll, however large, is worth a human the complete protection of the Mayne Nick- 
life. Don't take risks! Mayne Nickless can less Payroll Delivery Service for only 17/- 
collect your payroll more safely and for less a week . . . £3,000, just £3/5/- a week! 
cost than you could ever do it yourself. Incredible, isn't it? . . . especially when your 
Your payroll staff gets off to a flying start, payroll is fully insured against all risks until 
because Mayne Nickless will deliver the the moment you pay your staff. Why not 
money at any time to suit you. Supposing use us next payday? 

your payroll amounts to £300 . . . you get 


For an on-the-spot quotation for your payroll simply ring: 


MAYNE NICKLESS PAYROLL DELIVERY 
AND BANK DEPOSIT SERVICE 


697 Elizabeth Street, Melbourne. FJ 9274. 
572 King Street, Newtown, Sydney. LA 5743. 
or any of our offices at 


NEWCASTLE, ADELAIDE, BRISBANE, BROKEN HILL, GEELONG, 
YALLOURN, MORWELL, WOLLONGONG, PORT KEMBLA & HOBART. 


— 
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Mr. Executive 


THINK! 


. think how many hours, days, weeks a year your staff 
wastes on typing copies of letters, printed matter, etc .. . 


3x. 
Made in 12 Copystat 
Australia Models 
New South Wales and Victorian Distributors: 


L. W. BAGLEY PTY. LTD. 


N.S.W.: 245 Pacific Highway, North Sydney. 
ViC.: 172 Bouverie Street, Cariton, Victoria. FJ 
QLD.: L. F. Berwick & Co. 


S.A.: Leal Ltd., 
W.A.: Office Appliances, 9 Barrack Street, Perth. 
TAS.: S. B. Hopwood & Son, 107 George Street, Launceston. 


FA 1255. 
185-187 Flinders Street, Adelaide. W 1818. 


BF 3994 


XB 5948 (3 lines). 
9084. 
Pty. Ltd., 240 Queen Street, Brisbane. 


B 4731. 


opystaf 


Photocopying Machine 
copies anything in 
45 seconds! 

Soon pays for itself! 


it’s photographic copying 

so no errors are possible! No skill 
required, anyone can copy ANY- 
THING—in 45 seconds .. . let- 
ters, books, magazines, advertis- 
ing layouts, account and ledger 
cards, etc., in fine detail. 


B11/HP 








SEND Me £1,000 Ar IT Ay 


Cashing your pay-roll cheque 








through Yellow Express saves 


time, risk and money — 


"FOR PROMPT EFFICIENT 
SERVICE. PHONE... 








YELLOW EXPRESS 


MELBOURNE: 134 Jeffcott Street - 


Mee E127 


CARRIERS LIMITED 


FY 3441 @ SYDNEY: 103 Murray Street - MW 2551 
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| 
A bible for a pair§ 
of butterflies 


What is the price of a Bible? 
Anything from a pair of butterflies ma 
Australasian island, to a crocodile’s egg 
parts of 
Strange currency, strange peoples, stra : 
languages are constantly encountered by! 
British and Foreign Bible Society in i 
work of distributing the Bible. 7 
Society publishes the Bible in whole! 
in part in 836 languages and orders 
half a million copies of the King James version each 
Every year the demand for bibles increases. 
Faster printing processes are needed to meet this dem 
And with vastly increased speeds has come the need tt 
ee printing inks which dry instantly. Solvents derived i 
YOU CAN BE SURE OF petroleum in Shell laboratories have given inks this # 
sary quality. 
By scientific research Shell is playing an important paft 
every sphere of modern progress. . 
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